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UCCEL  CORPORATION 


Gregory  J.  Liemandt,  Chairman  and 


UCCEL  Tower,  Exchange  Park 
6303  Forest  Park 
Dallas,  TX  75235-5499 
(214)  353-7100 


CEO 

Public  Corporation,  NYSE 
Total  Employees;  2,190 
Total  Revenue,  Fiscal  Year  End 


12/31/85:  $204,714,000 


THE  COMPANY 


UCCEL  Corporation  was  formed  in  1963  in  Dallas  (TX)  as  U niversity 
Computing  Company  (UCC).  In  1973  UCC  changed  its  name  to  Wyly  Corpora- 
tion, and  in  May  1984  changed  its  name  to  UCCEL  Corporation. 

Through  1985  UCCEL  provided  systems  and  application  software 
products,  processing  services,  and  turnkey  systems  worldwide.  During 
early  1986  the  company  sold  off  its  domestic  and  international  proces- 
sing services  businesses  and  its  mainframe  commercial  application 
(cross-industry)  software  product  line. 

UCCEL  currently  provides  systems  software  and  financial  management 
application  software  products  for  IBM  and  compatible  mainframes; 
business  application  software  products  for  microcomputers;  mini- 
computer-based turnkey  systems  for  the  accounting,  construction,  and 
medical  industries;  computer-based  training  products  and  services;  and 
consulting  professional  services. 

UCCEL's  1985  revenue  was  $204.7  million,  an  18%  increase  over  1984  revenue 
of  $173.4  million.  Net  income  was  $16.3  million  in  1985,  compared  to  $12 
million  in  1984.  A five-year  financial  summary  follows: 
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UCCEL  CORPORATION 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


(a)  Reflects  losses/gains  associated  with  the  company's  hardware  brokerage 
business,  which  was  discontinued  effective  December  31,  1982. 

(b)  Extraordinary  credits  represent  a reduction  in  income  taxes  arising  from  carry- 
forward of  prior  years'  operating  losses. 

• Research  and  development  expenditures  were  approximately  $16.5  million  (8% 
of  revenue  in  1985,  $13  million  (8%  of  revenue)  in  1984,  and  $9.9  million  (7% 
of  revenue)  in  I 983. 
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• UCCEL  has  made  the  following  acquisitions  since  1983: 

In  December  1985  UCCEL  acquired  the  operating  environment  conver- 
sion software  product  and  support  business  (Conversions,  Inc.)  of  Rand 
Information  Systems,  Inc.  for  $2.7  million  in  cash,  plus  up  to  an 
additional  $400,000  for  certain  international  marketing  rights.  The 
acquisition  included  Rand's  EXITDOS  and  TRANSIT  products. 

In  October  1985  UCCEL  acquired  Software  Products  of  America,  Inc. 
(SPA)  of  Herndon  (VA)  for  $9.9  million. 

. SPA  provided  several  systems  software  products  for  the  IBM 
MVS  environment. 

. SPA  had  approximately  60  employees  at  the  time  of  the  acquisi- 
tion and  estimated  1985  revenue  of  over  $6  million. 

. SPA'S  operations  have  been  combined  with  UCCEL's  MVS  opera- 
tions to  form  UCCEL  Express  Software. 

In  September  1985  UCCEL  acquired  MULTISORT,  a banking  application 
software  product,  from  Pearl  Data  Systems,  Inc.  of  Wayne  (PA)  for 
$1.1  million. 

In  July  1985  UCCEL  acquired  substantially  all  the  assets  of  ISA 
Software,  Inc.  of  Carrollton  (TX)  for  approximately  $1.2  million. 

. ISA  Software  provided  microcomputer  software  for  business 
applications  and  had  approximately  seven  employees  and  1984 
revenue  of  $738,000. 

The  operations  of  ISA  Systems  have  been  merged  into  UCCEL's 
Open  Systems  subsidiary  within  the  Micro  and  Turnkey  Group. 

In  July  1985  UCCEL  acquired  the  assets  of  Corodale,  Inc.  of  Boston  for 
$10.9  million  in  cash. 

. Corodale,  a vendor  of  IBM  DOS/VSE  systems  software  for  tape 
and  disk  management  and  job  scheduling,  now  operates  as 
UCCEL  VSE  & Conversion  Systems  within  UCCEL's  Systems 
Software  Group. 

. The  company  had  27  employees  and  $1.5  million  in  revenue  (on  a 
pro  forma  basis)  at  the  time  of  acquisition. 

In  June  1985  UCCEL  acquired  a capacity  planning  system  software 
product  from  Barlow  Data  for  $2  million.  The  product  is  now  marketed 
as  UCC- 16/PLAN. 
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In  April  I 985  UCCEL  acquired  from  Quest,  Inc.  certain  microcomputer 
software  for  small  business  integrated  accounting  applications  for 
$1,050,000. 

In  December  1984  UCCEL  acquired  the  assets  of  Sungard  Information 
Services,  a division  of  SunGard  Data  Systems  (formerly  SunData 
Corporation)  that  provides  remote  processing  services,  for  approxi- 
mately $2.8  million  in  promissory  notes  payable  over  the  following  12 
months.  The  Dallas-based  operations  were  merged  into  the  domestic 
Computing  Services  division  along  with  its  80  customers  and  14 
employees. 

In  December  1984  UCCEL  purchased  all  the  outstanding  stock  of 
Spectrum  Training  Corporation  for  a $3  million  promissory  note, 
payable  January  2,  1985,  and  a commitment  to  pay  up  to  an  additional 
$21  million  based  upon  the  achievement  of  agreed  upon  earning  levels 
over  the  four-year  period  ending  December  31,  1988. 

. The  Massachusetts-based  firm  specializes  in  computer-based 
training  products. 

. The  company  had  1983  revenue  of  $3  million  and  employed  45 
people. 

Spectrum  Training  now  operates  as  a wholly  owned  subsidiary 
under  UCCEL's  Micro  and  Turnkey  Group. 

In  November  1983  Financial  Software  of  America,  Inc.  (FSA)  of 
Pensacola  (FL)  was  acquired  for  approximately  $5.6  million  in  cash  plus 
direct  acquisition  costs  of  approximately  $1.5  million.  The  transaction 
was  accounted  for  as  a purchase.  FSA  marketed  mainframe  applica- 
tions software  for  the  banking  industry  and  now  operates  as  UCCEL's 
Financial  Systems  Division. 

In  September  1983  UCCEL  acquired  the  outstanding  stock  of  Open 
Systems,  Inc.  and  the  assets  of  a related  partnership,  OSI,  for  approxi- 
mately $15.9  million,  principally  cash. 

The  transaction  was  accounted  for  as  a purchase  and  contributed 
$2.9  million  to  1983  revenue  for  the  four  months  from  acquisi- 
tion date. 

The  Minnesota  firm  markets  and  distributes  microcomputer 
accounting  applications  software  products. 

. Open  Systems  now  operates  as  a wholly  owned  subsidiary  under 
UCCEL's  Micro  and  Turnkey  Group. 
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• Recent  divestitures  made  by  UCCEL  include  the  following: 

During  August  1986,  UCCEL  announced  it  had  signed  a letter  of  intent 
to  sell  its  Open  Systems,  Inc.  microcomputer  software  subsidiary  and 
Digital  Systems  turnkey  system  division  to  Convergent  Technologies 
for  $28.5  million. 

In  April  1986  UCCEL  sold  its  Computer  Integrated  Manufacturing 
Company  (CIMCO)  subsidiary  to  Automated  Industrial  Systems,  Inc.  of 
Austin  (TX). 

. CIMCO  provided  numerical  control  software  to  the  manufac- 
turing industry  and  generated  approximately  $5.7  million  in 
revenue  during  1985. 

. As  of  December  31,  1985,  UCCEL  had  installed  approximately 
500  numerical  control  systems. 

In  March  1986  UCCEL  sold  its  U.K.  and  European  international 
computing  services  businesses  for  approximately  $22.8  million  to 
Inspectorate  International.  These  divisions  generated  approximately 
$37  million  in  revenue  during  1985. 

In  January  1986  UCCEL  sold  its  mainframe  commercial  application 
software  product  line  to  Global  Software,  Inc.  for  $3.1  million. 

. The  sale  included  cross-industry  products  for  accounts  receiv- 
able, fixed  assets,  accounts  payable,  and  tax  applications.  The 
sale  also  included  the  transfer  of  marketing  rights  to  UCCEL's 
comprehensive  financial  control  system.  The  products 
accounted  for  approximately  $10  million  of  UCCEL's  1985 
revenue. 

. Also  included  in  the  sale  were  customer  support  facilities  in 
Dallas  and  Chicago,  approximately  80  UCCEL  employees,  and 
about  1,000  UCCEL  customers  currently  under  maintenance 
contracts. 

. As  of  December  31,  1985,  the  company  had  installed  approxi- 
mately 670  mainframe  commercial  application  software 
products. 

In  December  1985  UCCEL  sold  its  domestic  Dallas-based  processing 
services  to  Babcock  & Wilcox  Co.  for  $4.8  million.  This  unit  provided 
processing  services  to  approximately  400  customers  in  the  electric 
power  and  energy  industries  and  generated  an  estimated  $17  million  in 
1 985  revenue. 

In  October  1985  UCCEL  sold  its  U.S.  Univac  data  processing  services 
unit  to  Bechtel  Power  Corporation  for  an  undisclosed  amount.  This 
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unit  provided  processing  for  external  customers  and  internal  develop- 
ment and  generated  approximately  $9  million  in  annual  revenue. 

• Revenue  from  continuing  operations  for  the  six  months  ending  June  30,  1986 
was  $75.6  million,  compared  to  $62.1  million  for  the  same  period  in  1985.  Net 
income  reached  $7.8  million,  compared  to  $5.9  million  for  the  comparable 
period  in  I 985. 

Net  income  includes  an  extraordinary  credit  of  approximately  $3.5 
million  in  1986  and  $1.9  million  in  1985  resulting  from  utilization  of 
prior  years'  net  operating  loss  carryforwards. 

• UCCEL  has  restructured  its  operations  Into  three  primary  business  units,  as 
follows: 

The  Systems  Software  Group  is  composed  of  North  America  and  Inter- 
national Software  Divisions,  UCCEL  Express  Software,  and  UCCEL 
VSE  and  Conversions  Systems. 

The  Financial  Systems  Division  provides  application  software  products 
to  the  banking  and  thrift  industries. 

The  Micro  and  Turnkey  Group  includes  the  operations  of  Open  Systems, 
the  accounting  microcomputer  software  firm;  Digital  Systems,  the 
minicomputer  turnkey  systems  vendor;  and  Spectrum  Training  Corpora- 
tion, a provider  of  computer-based  training  products  and  services. 

• As  of  December  31,  1985,  UCCEL  had  approximately  2,190  employees,  of 
which  approximately  140  and  550  were  associated  with  the  company's 
domestic  and  international  computing  services  businesses,  respectively.  The 
company  currently  has  approximately  1,500  employees. 

• Ayiajor  competitors  by  product  area  include  the  following: 

Mainframe  systems  software:  Computer  Associates  International, 

Sterling  Software,  Inc.,  Cambridge  Systems  Group,  and  Value 
Computing. 

Mainframe  applications  software:  Competition  in  banking  applications 
software  comes  from  Hogan  Systems  and  Kirchman  Corporation. 

Microcomputer  software:  BPI,  CYMA  (McGraw-Hill),  Great  Plains 

Software,  Quadram,  Goal  Systems,  Xerox  Learning  Systems,  and 
McGraw-Hill  Training  Systems,  among  others. 

Turnkey  systems:  Accountant's  Microsystems,  Concorde  Data  Systems, 
Sterling  Software  (Informatics),  and  Timberline,  among  others. 
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KEY  PRODUCTS  AND  SERVICES 

• Approximately  60%  of  UCCEL's  1985  revenue  was  derived  from  software 
products,  31%  from  remote  computing  services  and  other  (professional 
services),  and  9%  from  minicomputer  turnkey  systems.  A three-year  summary 
of  revenue  by  service  mode  follows  ($  millions): 


FISCAL  YEAR 

ITEM 

1985 

1984 

1983 

Revenue 

Percent 
of  Total 

Revenue 

Percent 
of  Total 

Revenue 

Percent 
of  Total 

Software  Products: 

- Mainframe  systems 

$ 68.7 

34% 

$ 49.7 

29% 

$ 35.1 

23% 

- Mainframe 

applications 

$ 35.3 

17% 

$ 30.3 

17% 

$ 25.9 

17% 

- Micro  applications 

19.2 

_9 

10.4 

6 

3.0 

2 

$ 123.2 

60% 

$ 90.4 

52% 

$ 64.0 

42% 

Remote  computing 

services  and  other 

62.8 

31 

66.5 

39 

72.1 

47 

Turnkey  minicomputer 

systems 

18.7 

9 

16.5 

9 

16.9 

1 1 

Total 

$ 204.7 

1 00% 

$ 173.4 

100% 

$ 153.0 

100% 

OCCEL's  systems  software  products  are  designed  to  operate  on  IBM  and 
compatible  mainframes.  These  products  are  listed  in  the  exhibit. 


Systems  software  revenue  increased  more  than  38%  in  I 985.  Approxi- 
mately $53.9  million  of  1985  systems  software  revenue  was  derived 
from  North  American  sales  and  $14.8  million  from  international  sales. 

As  of  December  31,  1985,  over  12,500  systems  software  products  had 
been  installed.  The  products  are  grouped  in  the  following  five  areas: 

Data  management  products  control  the  placement  and  retention 
of  data. 

Production  control  products  to  automate  and  analyze  the  flow  of 
production  work. 

. Analysis  and  control  tools  to  assure  equipment,  software,  and 

people  performance  levels. 
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EXHIBIT 


UCCEL  SYSTEMS  SOFTWARE  PRODUCTS 


PRODUCT 

FUNCTION 

PRICE 

UCC-1 

Tape  management  system 

$26,000 

UCC-1/VMTAPE 

VM  tape  management  system 

9,500 

UCC-3 

DASD  management  system 

17,000 

UCC-4 

Hardware  accounting  system 

15,000 

UCC-7 

Automated  production  controi  system 

68,000 

UCC-7/BASIC 

Automated  production  controi  (1  CPU) 

45,000 

UCC-7/BASIC  II 

Automated  production  control  (2  CPUs) 

50,000 

UCC-7/RPT 

Report  processing  and  tracking  subsystem 

17,000 

UCC-7/NCF 

Network  communications  faciitiy  subsystem 

10,000 

UCC-7/NCF2 

Network  communications  faciiity  subsystem 

35,000 

UCC-8 

Data  center  management  system 

28,500 

UCC-9/R+ 

Hardware  reliability  management  system 

19,500 

UCC-1 1 

Automated  job  management  system 

21,000 

NOVA:LOG 

Generaiized  iogon/iogoff  faciiity 

18,500 

SAVE 

PC  data  protection  faciiity 

9,500 

UCC-1 6/PLAN 

Capacity  management  system 

30,000 

Fast-DASD 

DASD  performance/anaiysis  faciiity 

19,900 

Easy  PROCLIB 

User  private  procedure  iibrary  faciitiy 

15,000 

Change  Tracker 

Change  tracking  for  program  ioad  moduies 

6,500 

Blockmaster 

Optimizes  biock  sizes  for  CPU  and  disk 
space  savings 

7,900 

Data  Check  Recovery 

Recovers  data  from  permanent  DASD  I/O  errors 

9,900 

EXITDOS 

DOS  to  MVS  conversion  system 

30,000 

TRANSIT 

COBOL  to  COBOL  translator 

46,000 

UCC-2 

DOS  to  OS  transition  system 

42,000 

Tape/Manager 

Tape  volume  and  file  management  system 

13,500 

Space/Manager 

Disk  space  management  system 

13,500 

System/Scheduler 

Workload  scheduling  system 

19,000 
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. Conversion  products  provide  transition  of  software  between 
computer  systems. 

. Performance  measurement  products  assess  data  center /network 
performance  and  assist  in  upgrade  and  configuration  planning. 

New  systems  software  products,  available  from  UCCEL  as  the  result  of 
recent  acquisitions,  include  the  following: 

. Fast-DASD,  Easy  PROCLIB,  Change  Tracker,  Blockmaster,  and 
Data  Check  Recovery  were  acquired  with  Software  Products  of 
America,  Inc.  and  are  now  marketed  through  UCCEL  Express. 

Tape/Manager,  Space/Manager,  and  System/Scheduler  were 
acquired  with  Corodale,  Inc.  and  are  marketed  through  UCCEL 
VSE  and  Conversion  Systems. 

. EXITDOS  and  TRANSIT  were  acquired  with  Conversions,  Inc. 
and  are  now  marketed  through  UCCEL  VSE  and  Conversion 
Systems. 

UCC- 1 6/PLAN  is  the  former  Barlow  Data  product  acquired  in 
mid- 1 985. 

During  mid-1986  UCCEL  announced  Synova,  a bundled  software 
package  designed  to  integrate  data  center  management  products.  The 
product  announcement  supercedes  UCCEL's  previous  strategy  (June 
1985)  to  offer  the  software  as  individually  released  tier  products. 

. Synova  components  include  the  following: 

Session  services  offer  a generalized  logon/logoff  facility 
and  allow  end  users  to  move  from  an  application  under 
IMS  to  one  under  CICS,  TSO,  VM,  Roscoe  (Applied  Data 
Research),  or  a system  developed  in-house. 

Dialogue  services  permit  the  extension  of  IBM's  ISPF 
screen  management  beyond  the  MVS/TSO  environment. 

Communications  services  use  IBM's  LU  6.2  protocol  to 
allow  peer-to-peer  communications  among  in-house, 
UCCEL,  and  other  vendors'  software  products  in  the  data 
center. 

Targetted  for  availability  on  September  30,  1986,  Synova  will  be 
priced  at  $75,000. 
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• Mainframe  application  software  product  revenues  increased  17%  during  1985. 

Financial  industry  software  sales  contributed  an  estimated  $19.6 
million  to  1985  revenue.  UCCEL  products  address  the  operational  and 
accounting  areas  within  banking  and  financial  institutions  that  include 
deposit  processing,  loan  processing,  general  accounting,  transaction 
processing,  decision  support,  and  management  of  customer  informa- 
tion. As  of  December  1985,  approximately  500  systems  had  been 
installed. 

. In  June  1984  UCCEL  began  delivery  of  its  INFOPOINT^''^' 
integrated  banking  software  system  consisting  of  19  applications 
that  can  be  integrated  or  used  separately.  The  software  runs  on 
IBM  4300  series  and  larger  mainframes  under  DOS  or  OS.  The 
complete  system  sells  for  $800,000  and  modules  range  in  price 
from  $30,000  to  $180,000.  Modules,  by  functional  area,  include 
the  following: 

Deposits  Management. 

. Deposits. 

. Time  Investment. 

Transaction  Management. 

. SUPER  MICR  Manager. 

. Proof  of  Deposit  Plus  Manager. 

MULTISORT^^  Manager. 

. Exception  Item  Manager. 

. Asset  Card  Manager. 

. Consumer  Transaction  Manager. 

. Teller  Manager. 

ACH. 

Customer  Management. 

. Customer  Management  Information. 

. Profitability. 

Loans  Management. 

. INFOLOANS^'^  : Consumer  Lending,  Commercial 

Lending,  Mortgage  Lending,  Floor  Planning,  and 
Collateral. 

Financial  Management. 

. Financial  Control. 

. Accounts  Payable. 
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. Enterprise  Management:  Cost  Accounting, 

Planning/Forecasting,  Organizational  Profitability, 
Product  Profitability,  Customer  Class  Profit- 
ability, and  Productivity. 

Multiple  Applications  Support. 

. Combined  Statement. 

. Combined  Interest  Reporting. 

. Exception  Administrator. 

. Profitability. 

PERFECT  LINK . 

IMAGINE^''  . 

Microcomputer  Software—UCCEL  MBA. 

. Modeling,  graphics,  word  processing,  data  base 

management,  and  communications. 

In  September  1984  UCCEL  introduced  PERFECT  LINK,  designed 
to  link  the  IBM  PC,  XT,  3270  Personal  Computer,  and 
compatible  systems  to  UCCEL  mainframe  financial  application 
software,  as  well  as  IBM  VS  AM  data  bases.  The  software  is 
priced  between  $20,000  and  $30,000  depending  on  mainframe 
configuration. 

UCCEL's  commercial  accounting  and  financial  management  software 
products,  including  a financial  control  system  and  systems  for  proces- 
sing accounts  payable,  accounts  receivable,  fixed  assets,  and  tax 
returns,  were  sold  to  Global  Software  effective  January  I,  1986.  These 
products  contributed  an  estimated  $10  million  to  1985  revenue. 

CIMCO,  UCCEL's  numerical  control  software  unit,  contributed  approx- 
imately $5.7  million  to  1985  revenue.  This  business  was  sold  in  April 
1 986. 

Microcomputer  software  products  available  from  UCCEL  include  the 
fol  lowing: 

Open  Systems,  Inc.,  a UCCEL  subsidiary,  markets  accounting  software 
products  for  IBM  and  compatible  microcomputers.  Open  Systems 
contributed  $12.8  million  to  UCCEL's  1985  revenue. 

The  Open  Systems  Accounting  Software  (OSAS)  product  line 
consists  of  14  interactive,  multi-user  business  applications 
targeted  to  small  businesses  with  annual  revenues  in  the  $2-$20 
million  range. 

Individual  modules  include  Accounts  Payable,  Accounts 
Receivable,  Fixed  Assets,  General  Ledger,  Human 
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Resource  Management,  Inventory,  Job  Cost,  Payroll, 
Purchase  Order  Processing,  Report  Writer,  Sales  Order 
Processing,  Time  Billing,  Project  Estimating,  and  Report 
Writer. 

. Harmony TM.  Integrated  Business  Solution,  introduced  during 

1985,  includes  General  Ledger,  Accounts  Receivable,  Accounts 
Payable,  and  Payroll  applications,  plus  information  management, 
spreadsheet,  and  word  processing  capabilities. 

. Open  for  Business I includes  General  Ledger,  Accounts 

Receivable,  and  Cash  Disbursements  and  is  targeted  to  sole 
proprietorships  and  very  small  businesses. 

. Open  for  Business’’’-^-  II  includes  General  Ledger,  Accounts 

Receivable,  Accounts  Payable,  and  Inventory  and  is  targeted  to 
very  small  businesses. 

. The  microcomputer  software  runs  on  various  operating  systems 
including  CP/M,  MP/M,  OASIS,  MS-DOS,  and  XENIX. 

. There  are  currently  over  372,000  products  in  use  in  approxi- 
mately 70,000  businesses. 

The  major  markets  served  include  wholesale,  retail,  manufac- 
turing, accounting,  service,  and  construction  industries.  The 
products  are  sold  through  35  major  distributors,  representing 
over  1,800  dealers. 

. During  August  1986  UCCEL  announced  it  had  signed  a letter  of 
intent  to  sell  Open  Systems  to  Convergent  Technologies. 

With  the  acquisition  of  Spectrum  Training  Corporation  in  December 
1984,  UCCEL  began  offering  computer-based  training  products  and 
services.  Spectrum  contributed  $6.4  million  to  1985  revenue. 
Spectrum  provides  sales  and  sales  management  training  products  and 
markets  Educator,  an  internally  developed  authoring  system  used  to 
create  computer-based  training. 

. Target  markets  are  Fortune  2000  firms,  information  processing 
vendors,  and  the  telecommunications  and  financial  services 
industries. 

Turnkey  systems  are  sold  by  Digital  Systems,  a division  of  UCCEL.  Digital 
Systems  generated  approximately  $ 1 8.7  million  in  revenue  during  1985. 

The  turnkey  systems  are  based  on  DEC  or  Altos  computers  and  include 
the  following: 
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. The  Contractor  Management  System  is  designed  for  the 

construction  industry. 

. The  Client  Accounting  System  is  designed  for  accounting  firms. 

. The  1040  Tax  System  is  designed  for  in-house  tax  preparation 

for  accountants. 

. The  CARE/DM  System  provides  medical  and  dental  office 

management. 

As  of  December  31,  1985,  over  2,600  turnkey  systems  had  been 
installed. 

During  August  1986  UCCEL  announced  it  had  signed  a letter  of  intent 
to  sell  Digital  Systems  to  Convergent  Technologies. 

• UCCEL's  domestic  and  international  processing  services  businesses,  which 
provided  services  for  the  electric  power  industry,  as  well  as  manufacturing, 
engineering,  and  cross-industry  accounting  applications,  were  divested  during 
the  end  of  1985  and  early  1986. 

INDUSTRY  MARKETS 

• UCCEL's  target  markets,  by  product  offering,  are  as  follows: 

Mainframe  systems  software  products  are  targeted  to  medium  and 
large  data  processing  sites,  particularly  large  IBM  data  centers. 
UCCEL  estimates  that  its  products  are  running  in  over  75%  of  MVS 
sites. 

Mainframe  application  software  products  are  targeted  to  banking  and 
financial  institutions. 

Microcomputer  accounting  software  product  markets  include  the 
wholesale,  retail,  manufacturing,  accounting,  service,  and  construction 
industries. 

Turnkey  systems  are  marketed  to  the  public  accounting,  medical,  and 
construction  industries. 

Computer-based  training  products  are  marketed  to  the  information 
processing,  telecommunications,  and  financial  services  industries. 

GEOGRAPHIC  MARKETS 

• Approximately  74%  of  UCCEL's  1985  revenue  was  derived  from  the  U.S.,  24% 
from  Western  Europe,  and  2%  from  Canada  and  Australia. 
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• UCCEL  office  locations  are  as  follows: 

The  Systems  Software  Group  North  America  has  offices  in  Dallas, 
Atlanta,  Boston,  Chicago,  Denver,  Dallas,  Hartford,  New  York  City, 
Raleigh,  Los  Angeles,  San  Francisco,  Vienna  and  Herndon  (VA),  and 
Montreal  (Canada). 

The  Systems  Software  Group,  International  Software  Division,  has 
offices  in  the  U.K.,  Australia,  France,  West  Germany,  Hong  Kong, 
Italy,  and  The  Netherlands. 

UCCEL  Express  Software  is  headquartered  in  Herndon  (VA). 

Financial  Systems  Division  has  offices  in  Dallas,  Chicago,  Maitland 
(FL),  New  York  City,  South  Plainfield  (NJ),  and  Woburn  (MA). 

Open  Systems  is  headquartered  in  Eden  Prairie  (MN). 

Spectrum  Training  is  headquartered  in  Lynnfield  (MA). 

Digital  Systems  is  headquartered  in  Pensacola  (FL). 

COMPUTER  HARDWARE  AND  SOFTWARE 

• UCCEL  has  three  IBM  4381s  installed  at  its  headquarters  data  center  for 
research  and  development. 
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UNI-COLL  CORPORATION 

3401  Science  Center 
Philadelphia,  PA  19104 
(215)  387-3890 


James  D.  Gallagher,  President 
Subsidiary  of  CISINETWORK 
Corporation 
Total  Employees;  130 
Total  Revenue,  12/31/81; 
$9,200,000 


THE  COMPANY 

• UNI-COLL,  originally  started  as  the  computing  department  of  the  University 
of  Pennsylvania,  was  officially  incorporated  as  a nonprofit  subsidiary  of  the 
University  Science  Center  in  June  1971.  From  April  1974  to  June  1980,  UNI- 
COLL  operated  as  an  independent  business  corporation  with  University  of 
Pennsylvania,  Drexel  University,  and  the  University  City  Science  Center  as  its 
sole  shareholders. 

In  June  1980,  UNI-COLL's  institutional  owners  sold  their  100%  interest 
in  the  company's  stock  to  Resource  Automation  Corporation.  For  about 
a year,  UNI-COLL  operated  under  the  name  RAC-UNI-COLL. 

In  May  1981,  UNI-COLL  was  acquired  by  CISINETWORK  Corporation,  a 
U.S.  holding  company  for  Compagnie  Internationale  De  Services  En 
Informatique  (CISI),  of  France.  CISI  is  the  largest  commercial  data 
processing  network  in  Europe,  and  owns  one  other  U.S.  computer 
services  firm.  Proprietary  Computer  Systems. 

• UNI-COLL  offers  remote  and  batch  processing,  data  base  maintenance,  and 
professional  services  to  approximately  250  educational,  nonprofit  and  com- 
mercial users. 

• On  a calendar  basis,  UNI-COLL's  1981  revenue  was  $9.2  million.  Now  that  it 
is  a subsidiary  of  CISINETWORK,  its  fiscal  year  will  end  in  April.  The 
company  projects  revenues  of  about  $9.9  million  for  fiscal  year  end  April  30, 
1982,  with  income  before  taxes  of  about  $450,000. 

• Employees  are  segmented  as  follows; 


Marketing/sales  16 

Computer  operations  37 

Consultants  14 

Customer  support  28 

General  and  administrative  35 


130 
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KEY  PRODUCTS  AND  SERVICES 

• Ninety-six  percent  of  UNI-COLL's  revenue  is  derived  from  processing  and  k% 
comes  from  professional  services. 

Anticipated 


% of  Revenue 

Annual  Growth 

Data  Base  Inquiry/Response 

34% 

14% 

Interactive  Processing 

23 

18 

Remote  Batch  Processing 

24 

II 

Batch  Processing 

15 

II 

Professional  Services 

4 

100% 

43 

• A software  library  is  offered  on  UNI-COLL's  network. 

Applications  include  statistical,  econometric,  data  management,  busi- 
ness and  finance,  scientific  and  engineering,  mathematical,  word  pro- 
cessing, and  graphics  programs. 

. Custom  modifications  can  be  provided  by  UNI-COLL's  staff. 

Systems  software  packages  for  IBM  Series/ 1 and  370  hardware  are 
available,  as  are  a variety  of  language  processors  and  utility  programs. 

Two  data  base  management  systems,  IBM  IMS/VS  and  ADABAS  by 
Software  AG,  are  offered. 

. A full  range  of  associated  products  are  available,  including 
MARK  IV  File  Management  System  and  the  VSAM  data  access 
method. 

Additional  features  on  the  network  include  GUARD  and  ACCUTROL. 

. GUARD  is  a data  security  system  which  enables  users  to  control 
and  monitor  access  to  data  files. 

A data  file  can  be  made  accessible  to  a single  account,  a 

specific  group  of  accounts,  or  all  UNI-COLL  accounts. 

Levels  of  access  can  also  be  controlled. 

GUARD  is  offered  to  customers  at  no  extra  cost. 

. ACCUTROL  controls,  monitors,  and  reports  every  client  trans- 
action with  the  UNI-COLL  network.  It  insures  no  computing 
services  are  used  without  management  approval,  and  supplies  the 
information  needed  to  evaluate  the  efficiency  of  the  client's 
data  processing  efforts. 
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Software  available  on  UNI-COLL's  network  Is  listed  in  the  exhibit. 

• Two  systems  software  products  UNI-COLL  markets  ore  SNA  Remote  Job 
Entry  (SRJE)  and  Drum  Page  Migration  program. 

SRJE  enables  IBM  Series/I  computers  to  serve  as  remote  job  entry 
stations  for  a System  370  host  computer.  SRJE  is  a complete  package 
for  remote  job  entry. 

. The  package  is  designed  to  cut  user  telecommunications  costs 
and  boost  efficiency. 

Drum  Page  Migration  program  improves  the  efficiency  of  IBM  2305 
fixed  head  disk  and  similar  devices. 

. It  insures  fast-access  space  is  being  used  at  peak  efficiency  by 
allowing  only  response-critical  operations  to  use  it.  The  program 
migrates  inactive  pages  and  address  spaces  from  fast-access  to  a 
slower  speed  paging  device. 

• UNI-COLL  consulting  services  include  system  evaluation,  design  and  imple- 
mentation, and  programming.  Technical  education  is  offered  in  interactive 
computing,  data  processing  utilities,  programming,  facility  usage  techniques, 
and  other  topics. 

• In  conjunction  with  a major  investment  firm  and  a major  bank,  UNI-COLL  is 
developing  an  on-line  Investment  Accounting  System.  The  system  will  be  used 
for  portfolio  analysis,  management  and  investment  accounting. 

INDUSTRY  MARKETS 

• UNI-COLL's  clients  tend  to  be  evenly  distributed  among  commercial  and  non- 
profit organizations  and  universities. 

GEOGRAPHIC  MARKETS 

• While  almost  100%  of  UNI-COLL's  revenue  is  derived  from  U.S.  clients, 
primarily  in  the  mid-Atlantic  region,  UNI-COLL  also  has  clients  in  Europe, 
Canada,  and  Mexico. 

COMPUTER  HARDWARE  AND  SOFTWARE 

• An  IBM  System/370  Model  168  running  under  MVS  is  used  for  network  services. 

• The  UNI-COLL  data  center  is  located  in  Philadelphia  (PA)  and  is  accessed  via 
Tymnet.  Access  for  remote  batch  processing  is  via  toll  free  in-WATS  lines. 
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EXHIBIT 

UNl-COLL 

NETWORK  PROFILE 


APPLICATION  AREA/PRODUCT  NAME 

APPLICATION  AREA/PRODUCT  NAME 

• OPERATING  ENVIRONMENT 

- IBM  370/168,  OS/VS-2-R3 
(JES/2,  TSO,  VSAPL) 

• PROGRAMMING  LANGUAGES  SUPPORTED 

- ALGOL  W 

- ASSEMBLER  XF 

- VS  COBOL 

- FORTRAN 

- LISP  1 

- PL/1 

- RPG 

- SNOBOL 

- WATBOL 

- WATFIV 

• DATA  MANAGEMENT  SOFTWARE 

- CICS/VS 

- 1 MS/VS 

- MARK  IV 

- ADABAS 

• SCIENTIFIC  AND  ENGINEERING 

- CIRCUIT  ANALYSIS  (CORNAP,  PANE,  PCAP) 

- CIVIL  ENGINEERING  (ICES,  PSUICES/ 
STRUDL) 

- UTPS  (URBAN  TRANSPORTATION) 

- PROJECT/2 

• NUMERICAL  METHODS 

- APPLIED  MATHEMATICS  (EISPACK, 
FOURT,  IMSL  LIBRARY 
PERMLIB) 

- STATISTICS  (ACOVSM,  APL,STATISTICAL 
LIBRARY,  BMDP,  OSIRIS  III,  SAS79.5, 
SPSS  STATLIB,  STAT  PACK  2,  CASES, 
C-TAB,  CLUSTERING  AND  SCALING, 
F4STAT,  JOHNSN,  LINMAP,  LISREL, 
MDSCALE,  MIAMI,  MULTIQUAL,  MULTI- 
VARIANCE, NTSYS,  PROLIB,  SAS,  SIBYL/ 
RUNNER,  SIR,  SOUPAC,  TORSCA). 

• MATHEMATICAL  PROGRAMMING  AND 

SIMULATION 

- NONLINEAR  PROGRAMMING  (COMET) 

- LINEAR  PROGRAMMING  (INTEGER, 
JOBSCH,  LINPROG,  LQ  PROG,  MFOR/360, 
MPSX,  OP,  ZERO  ONE,  QPF4) 

- SIMULATION  (CSMP,  DYNAMO  II,  GASP  II 
AND  IV,  GPSS  V,  SAAM  25,  SIMSCRIPT 
11.5) 

• GRAPHICS 

- SAS/GRAPH 

- APL  GRAPH  II 

- CSMPPLOT 

- HISTT/WHIST 

- PLOT  1 

- PLOT-10 

- PLOTLIB 

- PREVIEW 

- SPLOT/WPLOT 

- SYMAP 

- SYMVU 

- THREED 

- VISAID 

- ZETA  1453  DRUM  PLOTTER 

- CALCOMP  763  DRUM  PLOTTER 
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UNI-COLL  CORPOFIATION 

3401  Science  Center 
Phi  ladelphia,  PA  19104 
(215)  387-3890 


James  D.  Gallagher,  President 
Private  Corporation 
Total  Employees:  125 
Total  Revenues,  Fiscal  Year  End 
6/30/79:  $7.1  million 


THE  COMPANY 

• Uni-Coll  Corporation  was  formed  in  1972.  Until  1975  it  specialized  in  remote 
computing  services  for  universities,  hospitals  and  other  institutions  in  the 
Delaware  Valley.  Since  1975  Uni-Coll's  primary  business  has  focused  on 
providing  custom  scientific  problem  solving  applications  for  universities,  non- 
profit organizations  (educational  and  medical  institutions),  as  well  as  commer- 
cial clients. 

• Revenues  in  1979  were  $7.1  million,  a 13%  increase  over  1978  revenues  of  $6.3 
million.  Uni-Coll  management  anticipates  1980  revenues  will  reach  $8.1 
million  and  claims  the  company  has  been  profitable  since  its  formation. 

• Uni-Coll  is  developing  a multi-purpose  concurrent  concentrator  for  low  speed 
lines  using  an  IBM  Series  I minicomputer. 

The  proposed  system  will  be  used  as  a pass  through  for  multiple  remote 
job  entry  stations  and  will  operate  as  a host  for  minor  data  editing  and 
project  problem  solving. 

With  40  prospective  clients,  Uni-Coll  expects  to  begin  marketing  the 
system  in  the  fourth  quarter  of  1 980. 

• There  are  125  employees  at  Uni-Coll,  approximately  20  are  administrative  and 
clerical  personnel  and  105  are  technical  personnel. 


KEY  PRODUCTS  AND  SERVICES 

• Seventy-five  percent  of  Uni-Coll's  revenues  are  derived  from  general  problem 
solving  computing  services,  20%  of  revenues  from  selling  computer  time  to 
other  computer  service  companies,  and  the  remaining  5%  from  professional 
services. 

• Uni-Coll  has  approximately  490  clients.  About  250  of  these  are  industrial  and 
commercial  customers  in  the  Middle  Atlantic  Region. 

Some  of  Uni-Coll's  major  clients  include:  University  of  Pennsylvania, 
Drexel  University,  Wharton  Economic  Forecasting,  Schering-Plough 
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Company,  Inc.,  RCA  Corporation,  U.S.  Department  of  Agriculture, 
Delaware  Valley  Regional  Planning  Commission,  and  the  Hahnemann 
Medical  Center. 

• Over  80%  percent  of  Uni-Coll's  processing  is  remote  computing,  with  only  35% 
interactive.  The  remaining  45%  is  remote  batch.  The  applications  offered  on 
Uni-Coll's  network  are  listed  in  Exhibit  A. 

• In  conjunction  with  its  processing  services,  Uni-Coll  does  provide  custom 
programming  services  which  account  for  5%  of  total  revenues. 


INDUSTRY  MARKETS  Uni-Coll's  clients  tend  to  be  evenly  distributed  among  com- 
mercial, non-profit  organizations,  and  universities. 


GEOGRAPHIC  MARKETS  While  almost  100%  of  Uni-Coll's  revenues  are  derived 
from  clients  in  the  Mid-Atlantic  region,  it  does  have  clients  in  Europe  (United 
Kingdom,  France,  Italy,  West  Germany,  Spain),  Argentina,  Canada,  and  Mexico. 


COMPUTER  HARDWARE  AND  SOFTWARE 

• Uni-Coll  operates  an  IBM  System/370  Model  168  with  9 megabytes  of  storage 
running  under  MVS. 

• The  data  center  is  located  at  company  headquarters  in  Philadelphia  and  can  be 
accessed  via  Tymnet  or  leased  lines  from  ITT's  Long  Lines. 
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UNI-COLL 

APPLICATIONS  AVAILABLE  ON  NETWORK 


APPLICATION  AREA/PRODUCT  NAME 

APPLICATION  AREA/PRODUCT  NAME 

• OPERATING  ENVIRONMENT 

• NUMERICAL  METHODS 

- IBM  370/168,  OS/VS-2-R3 

- APPLIED  MATHEMATICS  (EISPACK,  FOURT, 

(JES/2,  TSO,  VSAPL) 

IMSL  LIBRARY) 

- STATISTICS  (ACOVSM,  APL  STATISTICAL 

• PROGRAMMING  LANGUAGES  SUPPORTED 

LIBRARY,  BMDP,  OSIRIS  lll,SAS  76, 

- ALGOL W 

SOULPAC,  SPSS,  STATLIB,  STAT  PACK  2, 

- ASSEMBLER  XF 

- VS  COBOL 

TPL) 

- FORTRAN 

• MATHEMATICAL  PROGRAMMING  AND 

- LISP  1 

SIMULATION 

- PL/1 

- NONLINEAR  PROGRAMMING  (COMET) 

- RPG 

- LINEAR  PROGRAMMING  (INTEGER,  JOBSCK 

- SNOBOL 

LINPROG,  LQ  PROG,  MFOR/360,  MPSX,  OP, 

- WATBOL 

ZERO  ONE) 

- WATFIV 

• DATA  MANAGEMENT  SOFTWARE 

- SIMULATION  (CSMP,  DYNAMO  II,  GASP  II 
AND  IV,  GPSS  V,  SAAM  25,  SIMSCRIPT  11.5) 

- CICS/VS 

• GRAPHICS 

- 1 MS/VS 

- APL  GRAPH  II 

- MARK  IV 

- CSMPPLOT 

- ADABAS 

- HISTT/WHIST 

- PLOT  1 

• SCIENTIFIC  AND  ENGINEERING 

- PLOT-10 

- CIRCUIT  ANALYSIS  (CORNAP,  PANE,  PCAP) 

- PLOTLIB 

- CIVIL  ENGINEERING  (ICES,  PSUICES/ 

- PREVIEW 

STRUDL) 

- SPLOT/WPLOT 

- UTPS  (URBAN  TRANSPORTATION) 

- SYMAP 

- PROJECT/2 

- SYMVU 

- THREEP 

- VISAID 
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Primary  Industry-Specific  Market:  Transportation 


UNIFORCE 
P.O.  Box  1299 
Princeton,  NJ  08540 
(609)  466-1666 

CEO:  Allan  J.  Yeast,  President 
Private  Company 
Founded:  1984 

Employees:  12  (12/86) 

Revenue  (FYE  12/31/86):  $1,000,000* 


The  Company:  UNIFORCE  provides  application  software,  turnkey  systems,  and 
professional  services  to  the  transportation  industry 

Sources  of  Revenue: 

Turnkey  Systems  (50%) 

Application  Software  (25%) 

- Professional  Services  (25%) 

Key  Products  and  Services: 

- Application  Software  (Utilizes  HP-3000  computers) 

• TASKFORCE  is  a fleet  management,  maintenance  control,  and  scheduling 
system 

• FUELFORCE  is  an  automated  fueling  system  that  provides  centralized  control 
and  authorization  of  fuel  to  vehicles  at  the  fuel  island 

• PARTSFORCE  is  a spare  parts  inventory  control  system 

- Turnkey  Systems  (Utilizes  HP-3000  computers) 

• UNIFORCE  offers  turnkey  systems  that  provide  TASKFORCE,  FUELFORCE, 
PARTSFORCE,  or  customized  software  installed  on  HP-3000  minicomputers 

Professional  Services 

• UNIFORCE  provides  custom  software  development  and  modification  of  its 
application  software  products  for  HP-3000  minicomputers 

Target  Industries: 

Transportation  (100%) 

Geographic  Markets: 

- U.S.  (100%) 

- 100%  direct  sales  from  headquarters  in  Princeton  (NJ)  and  sales  offices  in 
Atlanta  (GA)  and  San  Francisco  (CA) 


*INPUT  estimate 
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UNIFY  CORPORATION  David  M.  Saykally,  President  and  CEO 

3870  Rosin  Court  Private  Company 

Sacramento,  CA  95834  Total  Employees:  250 

(916)  920-9092  Total  Revenue,  Fiscal  Year  End 


4/30/90:  $28,500,000 

The  Company 

Unify  Corporation,  founded  in  1980,  develops  and  markets  UNIX- 
based  fourth-generation  application  development  tools  and 
relational  data  base  management  systems. 

Unify's  fiscal  1990  revenue  reached  $28.5  million,  a 64%  increase 
over  fiscal  1989  revenue  of  $17.4  million. 

In  November  1990,  Unify  joined  with  Sumitomo  Metal  Industries, 
Ltd.  (SMI)  and  AIR  Company  Ltd.  to  form  Unify  Japan,  a joint- 
venture  company  headquartered  in  Tokyo  that  will  market  and 
distribute  Unify's  products  in  Japan. 

• Unify  Japan  has  a network  of  more  than  150  dealers, 
distributors,  developers,  and  support  engineers. 

• Unify  Japan  is  51%  owned  by  Unify,  with  SMI  owning  34%  and 
AIR  owning  the  remaining  15%. 

• Unify  software  is  currently  licensed  at  over  25,000  sites  in 
Japan. 

In  April  1990,  Unify  announced  an  agreement  whereby  IBM  has 
non-exclusive  rights  to  market  Unify's  ACCELL/SQL  application 
development  product  to  users  of  AlX-based  IBM  platforms. 

Key  Products  and 
Services 

One  hundred  percent  of  Unify's  fiscal  1990  revenue  was  derived 
from  systems  software  products  and  associated  services,  of  which 
60%  was  from  minicomputer  systems,  and  40%  from 
microcomputer  and  workstation  systems.  Over  100,000  licenses 
have  been  sold  worldwide. 

Unify  currently  offers  the  following  products: 

• ACCELL/SQL  is  a UNIX-based  application  development 
system  that  combines  an  application  generator 
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(ACCELL/Generator)  with  a fourth-generation  language 
(ACCELL/4GL)  and  has  been  engineered  to  work  with  all 
leading  UNIX  relational  data  base  management  systems 
(RDBMSs)  and  graphical  user  interfaces  (GUIs). 

- ACCELL/SQL  allows  developers  to  seamlessly  support 
applications  written  in  all  other  major  UNIX  data  bases, 
including  ORACLE,  Informbc,  SCO  Integra,  SYBASE,  and 
UNIFY  2000. 

- ACCELL/ CP,  the  cooperative  processing  option  of 
ACCELL/SQL,  offloads  presentation-level  processing  from 
the  UNIX  host  to  DOS-based  PCs. 

- ACCELL/SQL  is  available  on  all  leading  micro  and 
midrange  hardware  platforms,  including  systems  from 
AT&T,  DEC,  HP,  IBM,  Sun,  and  others.  Prices  range  from 
$1,500  to  $335,000,  depending  upon  machine  class  and 
configuration. 

- In  1988,  ACCELL/SQL  was  chosen  by  the  U.S.  Air  Force  as 
the  foundation  software  technology  for  its  $1  billion 
worldwide  conversion  project  (the  Standard  Multi-User 
Small  Computer  Requirements  Contracts)  awarded  to 
AT&T. 

• UNIFY  2000  is  Unify's  high-performance  SQL-compliant 
RDBMS  for  large,  complex  data  base  applications  requiring 
100%  uptime. 

Industry  Markets 

Unify's  products  are  marketed  to  clients  worldwide  across  a range 
of  vertical  industries. 

A partial  list  of  companies  that  use  Unify  products  includes  AT&T 
Communications,  Bell  Laboratories,  Citibank,  Coopers  & 

Lybrand,  Du  Pont  Corporation,  Equitable  Life  Insurance,  Ford 
Aerospace,  Home  Life  Insurance,  Internal  Revenue  Service, 
Lucasfilm,  NASA,  Nissan  Motors,  Qantas  Airlines,  Toyota 
Motors,  the  U.S.  Air  Force,  and  the  U.S.  House  of 
Representatives. 

Geographic 

Markets 

Approximately  50%  of  Unify's  fiscal  1990  revenue  was  derived 
from  U.S.  sales  and  50%  from  international  sources. 

The  company's  world  headquarters  is  located  in  Sacramento  (CA). 
Additional  U.S.  sales  offices  are  located  in  Los  Angeles  and  Santa 

Page  2 of  3 

Copyright  1991  by  INPUT.  Reproduction  Prohibited.  January  1991 

UNIFY  CORPORATION 


INPUT 


Clara  (CA),  Boston  (MA),  Chicago  (IL),  Dallas  (TX),  Melville 
(NY),  Morristown  (NJ),  and  Washington,  D.C. 

International  offices  are  located  in  England,  France,  Germany,  the 
Netherlands,  and  Japan. 
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COMPANY  PROFILE 


UNIFY  CORPORATION  David  M.  Saykally,  President  and  CEO 

3870  Rosin  Court  Private  Company 

Sacramento,  CA  95834  Total  Employees;  150 

(916)  920-9092  Total  Revenue,  Fiscal  Year  End 


12/31/87:  $13,000,000 

The  Company 

Unify  Corporation,  founded  in  1980,  develops  and  markets  UNIX- 
based  fourth-generation  languages,  application  development  tools, 
and  relational  data  base  management  systems. 

Unify's  1987  revenue  reached  $13  million,  a 35%  increase  over 
fiscal  1986  revenue  of  $8.5  million. 

Key  Products  and 
Services 

One  hundred  percent  of  Unify's  1987  revenue  was  derived  from 
systems  software  products,  of  which  60%  was  from  minicomputer 
systems,  and  40%  from  microcomputer  and  workstation  systems. 
Over  100,000  licenses  have  been  sold  worldwide. 

Unify  provides  the  following  application  development  tools: 

• UNIFY  RDBMS  is  a UNIX-  or  MS-DOS-based  multiuser 
relational  data  base  management  system  designed  for  high 
volume  transaction-oriented  applications  in  both  the 
commercial  environment  and  real-time  operations. 

- UNIFY  RDBMS  has  several  tools  to  aid  in  creating, 

modifying,  and  accessing  the  data  base.  These  include  SQL, 
the  report  writer,  a forms  query  function,  a data  entry 
module,  utility  programs,  and  the  host  language  interface. 
The  menu  handler  is  the  primary  user  interface  between 
these  tools  and  UNIFY  RDBMS. 

• The  menu  handler  also  controls  access  security,  which 
includes  data  base  log-ins  and  field-level  passwords,  as 
well  as  other  more  complicated  functions.  The  data 
bases  can  be  used  with  either  the  built-in  menus  or  ones 
custom  designed  by  the  user. 

• SQL  is  a relational  inquiry  and  data  manipulation 
language  composed  of  English  keywords.  It  allows  the 
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user  to  extract  and  manipulate  information  from  the  data 
base. 

• UNIFY  RDBMS'  data  management  language  (DML) 
allows  the  user  to  update  the  data  base  by  adding, 
modifying,  or  deleting  records. 

• Simple  inquiries  can  be  made  by  UNIFY  RDBMS'  query 
by  forms  function  (QBF).  The  user  fills  in  a screen  form 
similar  to  the  input  screen,  entering  the  desired  value 
ranges  in  the  various  fields.  The  resulting  matches  can 
then  be  examined  one  at  a time  or  sent  to  UNIFY's 
report  writer  or  list  processor  for  printing. 

• The  data  entry  screen  form  checks  for  valid  type  (text, 
number,  etc.)  and  length,  or  compares  it  to  a look-up 
table  (to  speed  repetitive  data  entry).  Additional  entry 
functions  can  be  custom  designed. 

- UNIFY  RDBMS  Pathfinder™  determines  the  shortest 
execution  time  by  using  the  following  access  methods: 

• Hashing,  for  fast  data  access  in  exact  match  retrievals. 

• B-trees,  for  accessing  ranges  of  data  or  searching 
multiple  fields. 

• Links,  for  rapidly  joining  multiple  relational  tables. 

• Buffered  sequential,  for  retrieving  data  from  non- 
indexed  fields  or  when  searching  entire  tables. 

- Additional  features  include  customized  system  prompts  and 
messages,  binary  storage,  and  variable-length  text  data  type. 

• ACCELL*^,  released  in  1985,  is  a multiuser  development 
program  that  combines  UNIFY  RDBMS  with  a proprietary 
visual  application  generator,  an  English-like  programming 
language,  and  an  automated  windowing  interface.  ACCELL 
supports  more  than  150  systems,  including  IBM,  DEC,  AT&T, 
NCR,  Sun,  Apollo,  Pyramid,  Sequent,  and  Prime. 

- The  ZoomView™  feature  lets  users  retrieve  data  without 
leaving  the  original  screen. 

- ACCELL/CP  allows  applications  based  on  a UNIX  host  to 
also  be  supported  by  DOS-based  PCs,  lap-tops,  and 
workstations,  as  well  as  dumb  terminals. 


Page  2 of  3 


Copyright  1988  by  INPUT.  Reproduction  Prohibited. 


September  1988 


UNIFY  CORPORATION 

- With  ACCELL's  menu-driven  Application  Generator, 
application  prototypes  can  be  created  in  a few  hours. 

- The  ACCELL  4GL  features  programming-by-exception, 
enabling  changes  or  additions  to  be  made  to  the  prototype 
just  developed  by  the  Application  Generator, 

The  Unify  Consulting  Group  offers  various  professional  services, 
including  vertical  application  solutions,  designing  and  integrating 
high-level  data  bases,  upgrading  systems  and  integrating  existing 
data  into  new  systems,  and  project  review,  analysis,  and 
management. 


Industry  Markets  Unify's  products  are  targeted  to  clients  across  industries. 

A partial  list  of  companies  that  use  UNIFY  RDBMS  software 
includes  AT&T  Communications,  Bell  Laboratories,  Citibank, 
Coopers  & Lybrand,  Du  Pont  Corporation,  General  Motors, 

Home  Life  Insurance,  Internal  Revenue  Service,  Lucasfilm, 

NASA,  Qantas  Airlines,  the  U.S.  Air  Force,  and  the  U.S.  House  of 
Representatives. 

Over  12  universities  worldwide  use  UNIFY  RDBMS  to  teach  data 
base  management,  including  Brown,  Purdue,  the  University  of 
California  at  Berkeley,  and  the  University  of  Osaka  (Japan). 


Geographic  The  majority  of  Unify's  revenue  is  derived  from  the  U.S. 

Markets 


In  April  1987,  Unify  and  Fortune  Systems  Corporation  signed  a 
joint  agreement,  stating  that  Fortune  Systems  will  support  the 
UNIFY  RDBMS  on  its  supermicrocomputer,  the  Fortune 
Formula. 

The  company's  corporate  finance,  administration,  and  engineering 
operations  are  located  in  Sacramento  (CA).  Marketing,  sales, 
training,  and  support  operations  are  located  in  Lake  Oswego 
(OR). 

U.S.  sales  offices  are  located  in  Los  Angeles  and  Santa  Clara 
(CA),  Washington,  D.C.,  Atlanta  (GA),  Chicago  (IL),  Boston 
(MA),  Morristown  (NJ),  and  Dallas  (TX). 

International  offices  are  located  in  London  (England)  and  Osaka 
(Japan). 
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COMPANY  BRIEF 


Cross  Industry:  Systems  Software 


Unify  Corporation 

3870  Rosin  Court 
Sacramento,  CA  95834 
(916)  920-9092 

CEO:  Nicolas  Nierenberg,  President  and  CEO 
Private  Company 
Founded:  1980 

Employees:  1 40  (1 2/86) 

Revenue  (FYE  12/31/86):  $10,000,000* 


The  Company:  Unify  Corporation  is  a supplier  of  UNIX-based  application  software 
development  and  data  base  management  tools 

Sources  of  Revenue: 

- Systems  Software  (1 00%) 

Key  Products: 

Systems  Software  (Available  on  over  50  computers  ranging  from  micros  to 
mainframes,  including  IBM,  AT&T,  DEC,  NCR,  Honeywell,  and  Tandy  systems, 
and  over  20  operating  systems) 

• UNIFY  DBMS  is  a UNIX-based  multi-user  relational  data  base  management 
system  designed  for  high  volume  transaction-oriented  applications  in  both 
commercial  environments  and  real  time  operations.  There  are  over  20,000 
copies  in  use  worldwide. 

• ACCELL  is  a multi-user  development  program  that  combines  the  UNIFY 
relational  data  base  system  with  a proprietary  visual  application  generator,  an 
English-like  programming  language,  and  an  automated  windowing  interface. 
ACCELL  supports  a variety  of  machine  sizes  and  operating  systems. 

Target  Industries: 

Cross  industry  (100%) 

- Over  12  universities  worldwide  use  UNIFY  to  teach  data  base  management, 
including  Brown,  Purdue,  the  University  of  California  at  Berkeley,  and  the 
University  of  Osaka  (Japan). 

• A partial  list  of  companies  that  use  Unify  software  include  Allen  Bradley, 
AT&T  Communications,  Beckman  Instruments,  BMW,  Citibank,  Coopers  & 
Lybrand,  Dupont,  General  Motors,  Hughes  Aircraft,  Manville,  Microsoft, 
NASA,  NYNEX,  Quantas  Airlines,  Reynolds  & Reynolds,  Texas  Instruments, 
the  U.S.  Air  Force,  and  U.S.  House  of  Representatives 


^Company  estimate 
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Geographic  Markets: 

- U.S. 

Non-U.S. 

- Sales  Offices:  Atlanta,  Boston,  Chicago,  Dallas,  Los  Angeles,  Morristown  (NJ), 

Portland,  Santa  Clara  (CA),  Washington,  D.C.,  London,  and 
Osaka  (Japan) 

The  company's  corporate  finance,  administration,  and  engineering  operations  are 
located  in  Sacramento.  Marketing,  sales,  training,  and  support  operations  are 
located  in  Lake  Oswego  (OR). 

Other: 

- Unify  Corporation  is  consistently  funded  from  operating  income.  Unify  has  been 
profitable  since  the  UNIFY  DBMS  was  introduced  in  1982 
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UNIPAC  SERVICE  John  Kern,  President 

CORPORATION  Wholly  Owned  Subsidiary  of  The  UNIPAC 

3015  South  Parker  Road  Group 

Suite  400  Total  Employees:  613 


Aurora,  CO  80014 
(303)  696-6999 

Total  Revenue,  Fiscal  Year  End 
12/31/89:  $40,000,000* 

*INPUT  estimate 

The  Company 

UNIPAC  Service  Corporation  (UNIPAC),  founded  in  1976, 
provides  student  loan  administration  services  primarily  to  banks 
and  guarantee  agencies. 

• UNIPACs  parent.  The  UNIPAC  Group,  is  owned  jointly  by 
Union  Bank  and  Trust  Company  (Lincoln,  NE)  and  Packers 
Service  Group  (Omaha,  NE). 

INPUT  estimates  that  UNIPACs  1989  revenue  reached 
approximately  $40  million.  Although  actual  revenue  figures  or 
growth  rates  are  not  publicly  available,  it  is  estimated  that 
revenues  have  doubled  since  1985.  The  number  of  employees  has 
increased  from  300  as  of  November  1985  to  over  600  as  of  May 
1990. 

Of  the  company's  613  employees,  approximately  20  are  located  in 
Lincoln  (NE)  and  the  balance  are  located  in  Aurora. 

Key  Products  and 
Services 

An  estimated  15%  of  UNIPACs  1989  revenue  was  derived  from 
processing  services  and  25%  from  software  products. 

UNIPAC  currently  provides  full-service  loan  administration 
processing  to  approximately  25-30  banks  and  guarantee  agencies. 

• Services  include  information  management  of  all  phases  of  the 
student  loan  process,  from  loan  origination  through  payment. 

• Loans  serviced  by  UNIPAC  include  GSL,  FISL,  PLUS,  and 
ALAS  loan  programs. 

She  banks  have  licensed  UNIPACs  loan  administration  software 
for  in-house  use. 

May  1 990 
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Three  guarantors  have  licensed  UNIT  AC's  software  in  support  of 
their  own  guarantee  agency  programs. 

Industry  Markets 

UNIT  AC's  1989  revenue  was  derived  from  banks  and  from 
guarantee  agencies. 

Geographic 

Markets 

One  hundred  percent  of  UNIT  AC's  revenue  is  derived  from  the 

U.S. 

UNIPAC  has  clients  in  California,  Colorado,  Iowa,  Nebraska, 
Maine,  Vermont,  and  Wyoming. 
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June  1998 

Unisys  Corporation 


Chairman,  President  & CEO: 

Lawrence  A.  Weinbach 

P.O.  Box  500 

BlueBeli,  PA  19424-0001 

Phone:  (215)986-4011 

Fax:  (215)986-6850 

Internet:  http://www.unisys.com 


Status:  Publicly  held 

Employees:  32,600 

Revenue:  $6,636  billion  (FY97) 

Fiscal  Year  End:  12/31 


Key  Points 

• In  September  1997  Unisys  announced  that  Lawrence  A.  Weinbach  was  elected 
Chairman,  President  and  Chief  Executive  Officer.  Weinbach  replaced  Chairman  and 
CEO  James  A.  Unruh,  who  in  June  1997  had  announced  his  intention  to  step  down. 

• In  July  1997  Unisys  announced  a new  organization.  Enterprise  NT  Services,  that 
focuses  on  business-critical  enterprise  Windows  NT  services  and  apphcations.  This 
organization  provides  knowledge,  expertise  and  tools  to  assist  in  planning, 
developing  and  implementing  enterprise  solutions  for  companies  and  governments 
that  are  strategically  committed  to  Windows  NT. 

• In  July  1997,  Unisys  introduced  NetWORKS,  a comprehensive  suite  of  remote 
management  services  that  provide  fault,  performance,  and  configuration 
management  functions  which  help  optimize  the  overall  operation  of  a chent’s 
computing  environment.  Services  are  dehvered  from  the  NetWORKS  Command 
Center  located  on  the  Unisys  Blue  BeU,  PA  campus. 
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• In  December  1997  Unisys  expanded  its  business  process  outsourcing  offering  with 
Travel  Alliances  Services,  a comprehensive  set  of  related  solutions  for  travel 
agencies,  corporate  travel  organizations,  and  corporate  travelers. 

• Unisys'  growth  strategy  is  focused  on  the  following  market  sectors;  Financial 
Services,  Pubhc  Sector,  Transportation,  Communications,  and  Commercial.  Supply 
chain  management  and  newspaper  pubhshing  are  the  major  focus  within  the 
Commercial  sector. 

Company  Description 

Unisys  provides  hardware,  professional  services,  software  development,  systems 
integration,  outsourcing,  systems  and  application  software,  support  services,  maintenance, 
and  network  integration  and  management  services  to  chents. 

Unisys  has  a presence  in  over  100  countries  worldwide. 

Company  Strategy 

Unisys  has  a broad  portfoho  of  services,  technologies,  and  third-party  affiances  designed  to 
deliver  the  benefits  of  information  management.  Unisys  has  continued  to  design  its  own 
products,  but  has  outsourced  the  manufacturing  of  PCs.  Accordingly,  the  strategic 
direction  of  Unisys  is  to  move  gradually,  although  not  completely,  away  from  hardware  and 
proprietary  systems  and  aggressively  toward  services  and  multivendor  support. 

Unisys  covers  a broad  range  of  markets  with  a focus  on  the  following  market  sectors: 
Financial  Services,  Pubhc  Sector,  Transportation,  Communications,  and  Commercial. 
Within  commercial,  supply  chain  management  and  newspaper  pubhshing  are  areas  of 
emphasis  with  established  market  penetration. 

Organization  and  Structure 

Unisys  has  three  global  businesses:  Information  Services,  providing  consulting,  application 
solutions,  systems  integration  and  outsourcing;  Computer  Systems,  providing  leading 
technologies;  and  Global  Customer  Services,  delivering  comprehensive  services  and 
products  supporting  distributed  computing  environments. 

The  Information  Services  Group  designs,  builds,  and  integrates  information 
management  solutions  that  help  clients  improve  their  competitiveness  and  responsiveness. 
The  vision  of  Information  Services  is  to  deliver  state-of-the-art,  tangible  value  to  clients; 
dehver  business-critical  information  services  and  solutions;  use  best  of  class  technology, 
and  effectively  integrate  legacy  and  open  systems.  Major  services  from  ISG  include: 
systems  integration,  outsourcing,  industry- specific  software  solutions,  document  imaging, 
Year  2000  services,  and  services  to  apply  Microsoft  Windows  NT  to  enterprise  computing. 

In  fiscal  year  1997  (ended  12/31/97),  ISG  contributed  $2.1  billion  to  the  Unisys  revenue 
(representing  31%  of  company  revenue). 

The  Computer  Systems  Group  ('C'aS'(7^  provides  hardware  and  software  that  are  the  basis  of 
enterprise-class  information  systems.  CSG's  strategic  direction  is  to  provide  powerful  open 
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systems  based  on  leading-edge  technologies.  Major  product  areas  include  enterprise-class 
servers,  network  servers,  desktop  and  mobde  systems,  systems  software  and  middleware, 
data  and  voice  communications,  and  information  storage  solutions.  CSG  sells  Windows  NT 
servers  and  proprietary  Clearpath  servers,  and  a suite  of  middleware  products  that 
optimize  these  systems  for  enterprise-class  computing  and  handhng  the  demands  of 
electronic  commerce,  the  Internet,  and  high  volume  transaction  processing.  In  1997, 
Computer  Systems  contributed  $2.4  bdlion,  or  37%,  of  company  revenue. 

The  Global  Customer  Services  Group  designs,  builds,  manages,  maintains,  and 

supports  multi-vendor  network  and  desktop  environments  worldwide.  The  focus  is  on 
helping  chents  manage  the  total  cost  of  ownership  of  their  distributed  computing  assets 
whde  helping  them  maximize  system  performance.  GCS  provides  an  integrated  approach 
that  allows  chents  to  access  the  fuU  range  of  services  through  a single  telephone  number. 
Their  services  include  local-  and  wide-area  network  integration,  remote  network 
management,  life-cycle  desktop  support  services,  network  and  desktop  consulting, 
multivendor  hardware/software  maintenance,  computer  supphes,  and  traditional 
hardware/software  maintenance.  The  business  unit  contributed  $2. 1 biUion  in  revenue  to 
Unisys  in  1997. 

The  company  also  has  special  delivery  organizations  that  provide  products  and  services  to 
the  federal  government  (Federal  Systems  Division),  Latin  America,  Caribbean,  South 
Pacific,  and  Asian  markets  (Unisys  Pacific  Asia  Americas).  A common  services 
infrastructure  group  provides  accounting,  collection  and  disbursement,  facihties, 
telemarketing  and  various  other  common  services  to  the  three  business  segments. 
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Unisys  Corporation  Key  Executives 


Chairman,  President  and  CEO 

Lawrence  A.  Weinbach 

Unisys  Information  Services 
Executive  Vice  President 

Lawrence  C.  Russell 

Unisys  Computer  Systems 
Executive  Vice  President 

George  R.  Gazerwitz 

Unisys  Global  Customer 
Services 

Executive  Vice  President 

Gerald  A.  Gagliardi 

Source:  Unisys  Corporation 
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Financials 

Exhibit  2 


Three-Year  Financial  Summary  ($  in  millions,  except  per  share  data) 


- ■ 

1997 

:':;:F:i4996 

1995 

Revenue 

Percent  change  from  previous 
year 

$6,636.0 

4% 

$6,370.5 

0.4% 

$6,342.3 

6% 

Income  (loss)  before  taxes 

(758.8) 

93.7 

(781.1) 

Net  Income 

199.0(A) 

49.7 

(624.6) 

Earnings  (loss)  per  share 

$0.46(A) 

(-34) 

(4-37) 

(A)  Excludes  the  effect  of  the  one-time  charges  in  1997  for  the  early 
retirement  of  debt,  write-off  of  goodwill,  and  the  discontinuation  of 
PC  manufacturing 

Source:  Unisys  Corporation 

If  the  one-time  charges  in  fiscal  1997  were  included,  net  income  adjusts  to  ($853.6)  million 
and  earnings  per  share  ($5.30). 

Exhibit  3 


1997  Revenue  Sources,  by  Group 


Revenue 

Percent  of 
Total  Revenue 

Information  Services 

$2.1 

31% 

Global  Customer  Services 

2.1 

32% 

Computer  Systems 

2.4 

37% 

$6.6 

100% 

Source:  Unisys  Corporation 


Exhibit  4 


Unisys  Services  versus  Product  Revenue  Trend 


Percent  of  Total 
IBivenue 

19M 

1993  t 

1994  - 

1995 



1996  . 

. 1997 

Services 

43% 

47% 

52% 

57% 

62% 

63% 

Products 

57% 

53% 

48% 

43% 

38% 

37% 

Total 

100% 

100% 

100% 

100% 

100% 

100% 

Source:  Unisys  Corporation 
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Geographic  Markets 


Exhibit  5 


1997  Geographic  Source  of  Revenue 
Summary 


..jii 

Percent  of 
Total  Revenue 

North  America 

41% 

Europe/Africa 

30% 

Pacific/Asia 

17% 

Latin  America 

12% 

100% 

Source:  Unisys  Corporation 


The  financials  indicate  that  Unisys  has  successfully  continued  toward  its  concurrent  goals 
of  reaching  profitability  and  leading  with  services.  The  fiscal  year  1998  should  result  in 
profitability  (this  time  absent  one-time  charges  for  divestiture  related  write-offs)  given 
reasonable  revenue  growth.  The  first  quarter  of  1998  indicates  Unisys  remains  on  target  as 
eight  percent  revenue  growth  was  reported  with  $1.65  billion  in  revenue  reported  versus 
$1.53  billion  in  the  first  quarter  of  1997.  Although  most  of  the  revenue  growth  was 
attributable  to  growth  in  Information  Services,  profitability  was  recorded  in  both 
Information  Services  and  Computer  Systems.  The  company  reports  continuing  margin 
pressures  in  maintenance  and  networking  services. 

Unisys  has  good  balance  globally,  although  Asian  revenues  were  essentially  flat  for  the  first 
quarter  of  1998. 

Improved  management  of  projects  and  processes  is  cited  by  the  company  as  a major  factor 
in  Unisys'  recent  financial  performance. 

Recent  Acquisitions 

Computer  Systems 

• In  July  1997  CSG  acquired  Pioneer  Systems,  Inc.,  a developer  of  database 
interoperability  and  data  access  software  with  specialized  expertise  in  Unisys 
database  management  systems. 

Information  Services 

• In  September  1997  ISG  acquired  the  Visualimpact  suite  of  item  and  image 
processing  software  from  Broadway  & Seymour,  Inc.  Included  in  the  acquisition  is 
the  product’s  intellectual  property  rights  and  customer  base,  as  well  as  a supporting 
staff  of  approximately  20  individuals.  Visualimpact  permits  banks,  payment 
processors  and  other  financial  services  companies  to  process  checks  and  other 
printed  materials  as  images.  The  product’s  customer  base  currently  includes  about 
40  clients,  with  plans  to  broaden  the  product’s  applicability  on  a worldwide  basis. 
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• In  May  1997  ISG  acquired  Maximis,  a leading  portfolio  management  and  accounting 
system  that  provides  back-office  support  for  investment  management  operations 

Employees 

Unisys  has  32,600  employees  worldwide.  INPUT  estimates  that  approximately  20,000  are 
based  in  the  United  States. 

Products  and  Services 

Unisys  designs,  builds,  and  integrates  information  management  solutions  in  the  following 
practice  areas; 

ISG 

• Business  excellence 

Unisys  apphes  total  quahty  principles  in  the  Unisys  Business  Improvement  Process 
and  the  Unisys  Total  Quahty  Process  to  help  Unisys  chents  improve  business 
performance  and  client  satisfaction  and  loyalty. 

• Customer  management 

Unisys  helps  clients  develop  strategies,  programs,  processes  and  information  needed 
to  attract,  develop,  and  retain  customers. 

• Decision  support 

To  help  chents  improve  decision  making,  marketing,  and  customer  service,  Unisys 
offers  various  services  to  manage  and  mine  information  kept  in  operational  and 
transactional  processing  systems. 

Market/customer  segmentation 

Profitabihty/risk  analysis 

Relationship  management 

"Segment  of  one"  marketing 

• Imaging  solutions  and  enabhng  technologies 

Unisys  offers  imaging  technologies  designed  to  increase  work  capacity,  shorten  cycle 
times,  improve  customer  service,  and  reduce  costs.  Industry  specific  solutions  are 
offered  for  insurance  underwriting,  claims  processing,  bank  lending,  pubhc  access, 
accounts  payable,  and  other  business  processes. 

• Management  consulting 

Business  process  reengineering 
Electronic  commerce 
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Enabling  change 
Information  research/planning 

Workgroup  effectiveness 

• Outsourcing 

Business  process  outsourcing 
Program  management 
Systems/applications  management 

Transitional  outsourcing 

• Systems  integration 

Advanced  software  application  integration 
Application  design,  customization,  and  support 
Client/server  integration 
Imaging  integration 

Workgroup  computing  integration 

• Third-party  solutions 

Oracle 

PeopleSoft 

CSG 

• Apphcation  development  tools 

• Decision  support  systems 

• Payment  systems 

• Servers 

• Storage  systems 

• Systems  and  data  management 
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GCS 

• Desktop  services 

• Network  enablement 

Unisys  helps  clients  plan,  install,  integrate  and  support  local-area,  wide-area,  e- 
mail,  and  voice/data  networks  using  hardware  and  software  products  and  services 
from  the  leading  vendors. 

• Maintenance 

• Products,  Supphes,  and  Printers 

Unisys  DIRECT  offers  after-market  sales  and  dehvery  of  a wide-range  of  products, 
supphes,  and  printers  for  desktops,  networks,  and  data  centers,  usually  within  24 
hours. 

Key  Clients  by  Business  Unit 

Examples  of  ISG  chents  may  be  subdivided  into  five  market  sectors,  as  follows: 

• Commercial — Carnival  Cruise  Lines,  Dairy  Mart,  News  International,  Philadelphia 
Newspapers  Inc.,  Toys  'R'  Us,  Subaru  of  America 

• Communications — ^Ameritech,  Bell  Atlantic,  BellSouth,  Dutch  PTT,  NYNEX, 
Telefonica  de  Espana,  and  US  West 

• Financial — ^American  Express,  First  Chicago,  HongKong  Bank,  NatWest,  Union 
Bank  of  Switzerland 

• Pubhc  Sector — ^All  fifty  U.S.  states.  Department  of  Transportation,  National 
Institute  of  Health,  Philippines  Social  Security,  and  Technical  & Further  Education 
(TAFE)  Queensland 

• Transportation — ^AU  Nippon  Airways,  Air  France,  Delta  Air  fines.  Northwest 
Airlines,  SAS,  and  Varig 

CSG  clients  include  Banamex,  China  Aviation  Authority,  Citibank  Deutschland,  Danish 
Rad,  Dutch  PTT,  First  Chicago  National  Bank,  NorWest  Financial,  NY  State  Insurance 
Fund,  Swedish  Roads,  Swiss  PTT,  and  United  Bank  of  Switzerland. 

GCS  clients  include  AMF,  BAX  (formerly  Burlington  Air  Express)  Global,  British  Telecom, 
Chase,  Nationwide  Insurance,  OfficeMax,  Parsons  Engineering,  Standard  Bank  of  South 
Africa,  and  Western  Union. 

Marketing  and  Sales 

Unisys  markets  its  products  and  services  through  a direct  sales  force  for  each  of  the 
business  units,  the  corresponding  Federal  Systems  unit  channels,  and  through  strategic 
alliances. 
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Recent  Alliances/Partnerships 

In  October  1997,  Microsoft  and  Unisys  announced  the  establishment  of  an  enterprise 
partnership  designed  to  combine  the  Microsoft  enterprise  platform  with  Unisys  information 
services,  technologies  and  global  support  to  address  the  escalating  demand  for  enterprise- 
class  solutions.  Elements  of  the  agreement  include: 

• Unisys  wdl  train  and  certify  as  many  as  2,000  professionals  in  three  years  as 
Microsoft  Certified  Solution  Developers  (MCSDs)  and  Microsoft  Certified  System 
Engineers  (MCSEs). 

• Unisys  will  establish  five  Application  Development  Centers  of  Excellence  (ADCOE) 
worldwide  to  develop  and  test  business-critical  solutions  and  services.  Repheating 
the  existing  center  at  Unisys  headquarters,  they  will  be  used  by  Unisys  and 
Microsoft  personnel  to  showcase  solutions  based  on  Microsoft's  enterprise  platform. 

• Unisys  and  Microsoft  wiU  team  to  develop  solutions  and  promote  products  and 
services  based  on  Microsoft's  enterprise  platform  and  jointly  dehver  enterprise-class 
Windows  NT  Server  based  solutions. 

• Unisys  will  operate  a Technology  Center  in  Redmond,  Wash.,  and  a Performance 
Laboratory  in  Mission  Viejo,  Cahf.,  to  support  chents  and  partners  and  optimize 
enterprise-class  server  technologies  using  Microsoft's  enterprise  platform.  A 
dedicated  Microsoft  technical  account  manager  (TAM)  will  join  the  staff  at  the 
Technology  Center. 

• Unisys  and  Microsoft  will  expand  their  ongoing  initiatives  to  optimize  performance 
and  scalabihty  of  Windows  NT  Server  and  Microsoft  SQL  Server™  for  Unisys 
ClearPath  HMP  and  Aquanta  enterprise  servers. 

• Unisys  Network  Enable  and  Microsoft  will  team  to  develop,  implement  and  market 
hfe-cycle  network  services  based  on  customer  requirements,  including  procurement, 
maintenance,  consulting  and  network  management  using  Microsoft's  enterprise 
platform  technologies.  Network  Enable  wiU  estabhsh  a core  competency  in  Microsoft 
products  to  provide  leading-edge  support  services. 

The  companies  wiU  also  team  to  provide  federal,  state  and  local  government  agencies  with 
enterprise  solutions  in  areas  such  as  tax  and  revenue,  justice  and  pubhc  safety,  and  child 
welfare.  For  financial  services  organizations,  Unisys  and  Microsoft  will  provide  enterprise- 
class  solutions  including  retail  dehvery  (i.e.,  branches,  caU  centers  and  the  Internet)  and 
payment  systems,  including  check  and  remittance  processing.  In  the  future,  the  companies 
plan  to  extend  their  focus  in  other  vertical  markets — such  as  puhhshing,  where  they  will 
team  to  provide  high-performance  solutions  for  newspaper  production  and  multimedia 
archiving. 

Other  notable  alliances  recently  announced  were: 

• Unisys  National  Insurance  Practice  forged  a strategic  teaming  agreement  with 
Scruggs  Consulting,  a Texas-based  firm  that  offers  actuarial,  management,  and 
information-related  consulting  services  to  the  property  and  casualty  insurance 
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industry.  Unisys  and  Scruggs  will  work  together  on  property  and  casualty 
consulting  engagements  to  provide  value-added  solutions  to  systems  problems. 

• Unisys  Information  Services  entered  into  a teaming  agreement  in  August  1997  with 
PC  DOCS,  Inc.,  a leader  in  enterprise  document  management  solutions. 

• In  March  1998  Unisys  Computer  Systems  announced  an  agreement  with  Hewlett 
Packard  to  outsource  PCs  and  entry  level  servers.  HP  wiU  supply  notebooks, 
desktops,  and  Intel-based  entry  servers  using  a “build  to  order”  process  equivalent  to 
the  Unisys  process.  Unisys  Computer  Systems  wdl  focus  its  hardware  initiatives  on 
the  design,  development  and  manufacture  of  mid-range  and  high-end  enterprise 
class  servers  for  mission  critical  apphcations. 

• Unisys  Global  Customer  Services  entered  into  an  agreement  with  Compaq  to  become 
the  Regional  Systems  Service  Provider  in  North  America.  Under  this  agreement, 
Unisys  will  be  the  preferred  provider  of  PC  and  server  support  to  Compaq  chents  in 
North  America.  Since  1996,  Unisys  has  been  providing  similar  services  for  Compaq 
customers  in  South  America  and  Japan. 

Strategic  Alliances 

ISG  business  unit  alliances  include  those  with  Compaq,  Computer  Associates,  Digital 
Equipment,  Hewlett-Packard,  Microsoft,  Oracle,  Sun  Microsystems,  Tandem,  and  Wildfire. 
Information  Services  also  maintains  over  100  aUiances  for  specific  market  segments. 

CSG  aUiances  include  those  with  BEA  Systems,  Inc.;  Computer  Associates;  Harbinger; 
INSCI;  Intel;  Microsoft;  Oracle;  QAD;  SCO;  and  Tandem. 

GCS  aUiances  include  those  with  3Com,  Attachmate,  Bay  Networks,  Cisco  Systems, 
Comdisco,  Compaq,  MCI  Systemhouse,  MicroAge,  Microsoft,  Newbridge,  NoveU,  Sun 
Microsystems,  Tekdata,  and  Xylan. 

Competition 

Major  competitors  include  ACS,  CSC, Cap  Gemini,  EDS,  IBM/ISSC,  MCI/Systemhouse, 

Perot  Systems,  PKS,  and  Siemens-Nixdorff. 

Assessment 

Unisys  has  been  able  to  accelerate  services  growth  over  the  past  several  years,  market  itself 
as  a leading  suppUer  of  Windows  NT  expertise,  and  expand  offerings  in  niche  markets  such 
as  printing  and  pubUshing.  Accordingly,  recent  successes  have  been  concentrated  in  the 
ISG  business  unit.  Unisys  has  not  profitably  'reinvented'  maintenance  and  has  struggled  to 
find  margins  in  other  customer  services,  leaving  Unisys  with  less  of  a war  chest  than  some 
of  its  rivals.  Unisys  wiU  need  to  refine  its  focus,  and  at  the  same  time,  share  knowledge 
across  units  to  leverage  the  gains  of  ISG. 
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Outsourcing  Services 


Contact  Information  for  U.S.  Outsourcing  Services: 

Liz  Schwatka 

12010  Sunrise  Valley  Drive 
Reston,  VA  20191 
E-mail: 

elizabethgschwatka@unn.unisys.com 
or  outsourcing@unn.unisys.com 
Phone:  703-620-71 20  The  following  profile  outlines  the  services  and 

P3x;  703-620-71 51  support  offered  by  Unisys  for  Outsourcing  Services. 

Outsourcing  Web  Site: 

http://www.unisys.com/outsourcing/ 

General  Web  Site:  http://www.unisys.com/ 


General  Background  Information 

Unisys  was  formed  by  the  merger  of  Burroughs  Corporation  and  Sperry  Corporation  in 
1986.  The  company’s  roots  extend  back  more  than  100  years  via  the  E.  Remington  & Sons 
(1873)  heritage. 

Unisys  is  a global  company.  The  operations  extend  to  every  major  market  in  the  world. 
They  have  offices  in  over  100  countries,  including  sites  of  representative  offices,  key  joint 
ventures,  and  distributors. 

Unisys  is  a pubhcly  traded  company.  Unisys  stock  (trading  symbol  “UIS”)  is  hsted  for 
trading  on  the  New  York  Stock  Exchange. 
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Main  activities 

Unisys  is  one  of  a select  group  of  global  companies  with  the  broad  portfoho  of  services, 
technologies,  and  third-party  aUiances  needed  to  dehver  the  benefits  of  information 
management.  They  cover  a broad  range  of  markets,  but  the  focus  for  growth  is  in  the 
following  market  sectors;  Financial  Services,  Public  Sector,  Transportation, 
Communications,  and  Commercial.  They  serve  chents  in  these  markets  through  three 
global  businesses  dedicated  to  providing  best-of-breed  services  and  technologies: 

The  Information  Services  Group  (ISG),  led  by  Lawrence  C.  RusseU,  designs,  builds,  and 
integrates  information  management  solutions  that  help  chents  improve  their 
competitiveness  and  responsiveness.  ISG  combines  services  expertise,  technology  heritage, 
and  in-depth  industry  knowledge  to  help  chents  use  information  in  ways  that  wih  help 
them  better  serve  their  customers.  ISG’s  vision  is  to  dehver  state-of-the-art,  tangible  value 
to  chents;  dehver  business-critical  information  services  and  solutions;  use  best  of  class 
technology,  and  effectively  integrate  legacy  and  open  systems.  ISG’s  major  services 
include:  consulting,  systems  integration,  outsourcing,  industry-specific  software  solutions, 
document  imaging.  Year  2000  services,  and  Enterprise  NT  services  and  solutions.  In  fiscal 
year  1996  (ended  12/31/96),  ISG  contributed  $2  biUion  to  the  total  Unisys  revenue  of  $6.4 
biUion. 

The  Computer  Systems  Group  (CSG)  is  in  the  hardware  and  software  business.  This 
includes  the  development  and  manufacturing  operations  with  hardware  and  software 
marketing  and  sales.  Major  product  areas  include  Enterprise  servers,  PCs/PC  servers. 
Software,  and  Storage  systems.  CSG’s  strategic  direction  is  to  provide  powerful  open 
systems  based  on  leading-edge  technologies.  CSG  is  headed  by  George  R.  Gazerwitz.  In 
1996,  CSG  contributed  $2.4  biUion  to  the  total  company  revenue. 

The  Global  Customer  Services  Group  (GCS)  is  in  the  business  of  managing,  maintaining, 
and  supporting  open,  multi-vendor  network  and  desktop  solutions  worldwide.  Major 
service  areas  include:  distributed  computing  support  services,  Unisys  DIRECT,  and 
traditional  maintenance.  GCS’  strategy  is  to  become  the  premier  suppher  of  distributed 
computing  support  services  worldwide.  GCS  is  headed  by  Gerald  A.  Gaghardi.  In  1996, 
GCS  contributed  $2  biUion  to  the  total  company  revenue. 

Exhibit  1 

1 997  Sales 


$mii 

% of  total 

Computer  Systems  Group 

2,432 

37 

Global  Customer  Services  Group 

2,148 

32 

Information  Services  Group 

2,056 

31 

Total 

6,636 

100 

Source:  Unisys 


Unisys  - Outsourcing  Services 
June  1998 


© 1998  by  INPUT.  Reproduction  prohibited. 


Page  2 of  8 


INPUT  Vendor  Profile 


Exhibit  2 


Unisys’  Revenues 


1997 

Growth  Rate 

Total  Worldwide 

6.6B 

U.S. 

2.7B 

15% 

Europe/Africa 

2.0B 

(2.8)% 

Americas/Pacific 

1.9B 

LLZ1% 

Source:  Unisys 


Exhibit  3 


Exhibit  4 


Employee  numbers 


Total 

Outsourcing  Personnel 

World-Wide 

32,600 

1,700  (estimate) 

US 

20,000  (estimated) 

1,000 

Source:  Unisys 


Number  of  Outsourcing  Contracts 


Total 

World-Wide 

Approx.  150 

US 

Approx.  100 

Source:  INPUT 


Outsourcing  Services 

Unisys  entered  the  Federal  outsourcing  market  in  the  early  1960’s.  In  October  1990  Unisys 
entered  the  commercial  outsourcing  arena  with  their  first  engagement  with  Ford  Motor 
Company. 

Unisys  Outsourcing  develops  and  dehvers  quahty,  flexible  information  technology 
outsourcing  solutions  & recommendations  that  improve  the  value  and  effectiveness  of 
Unisys’  chents’  IT  operations  and  enhance  the  services  they  provide  to  their  customers. 

Unisys  Outsourcing  partners  with  best  of  breed  providers  to  develop  and  deliver 
outsourcing  solutions,  implementing  these  relationships  on  a case  by  case  basis  and  as 
required  by  each  project.  Relationships  are  developed  in  order  to  easily  team  to  assemble 
and  implement  the  appropriate  solutions.  Unisys  Outsourcing  is  also  in  the  midst  of 
developing  strategic  alliances  with  several  partners  to  be  able  to  quickly  respond  to  the 
requirements  and  changing  needs  of  their  chents. 
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Service  Offerings 

Exhibit  5 

Unisys’  Outsourcing  Services  Competencies 


Service  Type 

Proportion  of  Business 
(%)  * 

Competencies 

Platform  Operations 

H 

Desktop  Services 

tt 

H 

Wide-area  network 
management 

u 

H 

Application  Management 

“ 

H 

Business  Operations 

u 

H 

Operations  Solutions 
Services,  including  operation 
consulting  services,  Year 
2000  services,  data  center 
consolidation  support, 
disaster  recovery  services, 
and  transitional  outsourcing 
service 

u 

H 

Inter/intranet  development 
and  management 

u 

H 

Source:  Unisys 


Exhibit  6 


Unisys’  Outsourcing  Infrastructure 


Service  Type 

Level  of 
infrastructure 
support  (e.g.  MIPs, 
number  of  network 
operations  centers) 

Key  tools  and  methodologies 

Platform  Operations 

975  IBM  MIP’s 
170  K Unisys  RPM’s 
54.7  K UNIX  MIP’s 

MVS/IMS/DB2/CICS 

Unisys  OS,  2200,  A Series  and  V 

Series 

Desktop  Services 

INTEL  Help  Level  1/2 
INTEL  Install/  Break/Fix 

Windows  95/DOS,  MSOffice, 
MSWord,  MSExcel,  MSPowerPoint, 
ACCESS,  LOTUS  Notes 

Wide-area  network 
management 

SNA,  Frame  Relay 

HP  OpenView 

Application  Management 

Maintenance 

Client  Methods  and  Systems 

Business  Operations 

Travel  systems. 
Expense  Reporting 
Banking  systems. 
Financial  systems 
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Exhibit  7 


Unisys’  Outsourcing  Services  Skills 


Service  Type 

Proportion 
of  staff 

Brief  description  of  service 

Platform  Operations 

45% 

Unisys  Outsourcing  provides  full  on-  and  off-site  data 
center  implementation  support  and  systems  operations 
services  to  clients  across  the  globe  and  on  a variety  of 
proprietary  systems  including  IBM,  HP,  UNIX  and  Sequent 
platforms.  Services  include  systems  operations  support 
and  management,  maintenance  and  upgrades,  system 
software  support,  and  voice  and  data  network 
implementation.  Supporting  these  responsibilities  permits 
Unisys’  clients  to  focus  on  strategic  applications  and 
business  issues. 

Desktop  Services 

5% 

Unisys  Outsourcing  provides  an  array  of  end  user  support 
services,  include  help  desk  support,  problem  resolution,  PC 
support,  equipment  staging  and  assembling,  as  well  as  end 
user  training  and  troubleshooting. 

Wide-area  network 
management 

2% 

Unisys  Outsourcing  offers  a powerful  suite  of  network 
management  and  end-user  computer  services  for  Unisys’ 
clients’  entire  enterprises.  Network  management  services 
include  worldwide  network  design,  implementation  and 
management  services,  distributed  systems  management, 
network  and  server  support,  capacity  management, 
network  monitoring  and  problem  resolution. 

Application  Management 

4% 

Unisys  Outsourcing  offers  a full  range  of  applications 
support  services,  including  development,  maintenance 
support  and  operations.  Their  expertise  in  application 
management  stems  from  decades  of  industry  leadership  in 
major  systems  development  programs. 

Business  Operations 

40% 

Unisys  Travel  Alliance  Services  are  a comprehensive  set  of 
related  service  solutions  addressing  the  challenges  faced 
by  today’s  traveler,  travel  agencies,  and  corporations. 
These  services  address  today’s  travel  management 
concerns  through  a suite  of  service  offerings  that  combine 
proven  software  applications,  powerful  server  hardware, 
and  skilled  technical  and  functional  support  staffing. 
Services  include  UniTracs,  back  office  accounting  services 
for  travel  agencies,  UniTrex,  travel  expense  reporting  and 
management.  Unifies,  travel  reservation  management  and 
Uni  View,  advanced  data  warehousing  for  management 
reporting,  query  and  information  analysis 
Unisys  Payment  Services  Limited  (UPSL)  is  a wholly 
owned  subsidiary  of  Unisys  Limited  which  was  created  to 
provide  clearing  services  to  the  UK  financial  market. 

UPSL’s  presently  provides  clearing  services  to  four  major 
UK  banks,  and  is  currently  projected  to  be  processing 
some  900  million  items  per  year  through  four  processing 
centers  by  the  end  of  1997.  All  of  the  processing  centers 
are  equipped  with  Unisys  advanced  image  capture 
systems.  Over  half  of  the  checks  processed  in  the  UK  are 
handled  through  Unisys  systems  at  UPSL  and  client  sites. 
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Operations  Solutions 
Services,  including 
operation  consulting 
services,  Year  2000 
services,  data  center 
consolidation  support, 
disaster  recovery  services, 
and  transitional 
Outsourcing  services 

2% 

Unisys  Outsourcing  offers  a suite  of  high-level  consulting 
services  focused  upon  improving  the  performance  of 
clients'  information  technology  and  systems  operations. 
Unisys’  Operation  Solutions  Services  are  the  bridge 
between  Unisys’  clients'  need  for  operational  and 
technology  improvements  and  actually  achieving  them. 
These  services  improve  data  center  operations,  help  clients 
manage  migrations  to  next  generations  systems,  reduce 
operating  costs,  enhance  system  reliability  and  integrity, 
and  manage  computer  assets  more  effectively. 

Inter/Intranet  Technology 
Services 

2% 

Unisys  Outsourcing  offers  customized  web  technology 
solutions,  based  on  Internet  standards,  to  address  Unisys’ 
clients'  Internet  and  Intranet  strategies  and  critical  needs. 
The  Unisys  Outsourcing  approach  is  embedded  in 
understanding  the  business  issues  and  challenges  faced 
by  Unisys’  clients  before  implementing  the  right  technology 
solution.  Unisys  Outsourcing  is  committed  to  developing 
Internet  solutions  and  employing  software  tools  that  are 
based  on  industry-standard  open  systems,  ensuring 
flexibility  and  solution  independence 

Source:  Unisys 


Vertical  Market  Competencies 

Unisys  concentrates  on  the  following  vertical  markets:  Banking/Finance, 
Insurance/Managed  Care,  State/Local  Government,  Discrete  & Process  Manufacturing, 
Retail,  Wholesale 

Exhibit  8 

Unisys’  Outsourcing  Activities  by  Vertical  Market 


vi  Vertical  Market 

8ub-segment 

L % of  Contracts 

Finance 

Banking 

Building  Societies 
Investment  Management 
Brokers 

50 

Insurance 

Life/General 

5 

Retail 

Food,  non-food 
Wholesale 
Distribution 
Leisure 
T ravel  Agents 
Mail  Order 

5 

Communications 

Telecommunications 

Media 

5 

Business  Services 

2 

Discrete 

Manufacturing 

Automotive 

Aerospace 

Electrical  & Electronic 
Mechanical  Engineering,  etc. 

25 

Process 

Manufacturing 

Food  and  Drink 
Pharmaceuticals 
Chemicals,  etc. 

5 

Source:  Unisys 


Unisys  - Outsourcing  Services 
June  1998 


© 1998  by  INPUT.  Reproduction  prohibited. 


Page  6 of  8 


INPUT  Vendor  Profile 


Exhibit  9 


Unisys’  Outsourcing  Reference  Customers 


Customer 

Service  Provided 

Contract  Details 

BASF  Corporation 
Manufacturing 

Application 

Management, 

Application 

Development, 

Systems 

Management,  Help 
Desk 

Unisys  Outsourcing  provides  systems 
operations,  maintenance  and  support, 
including  mainframe  management,  data 
network  management,  help  desk  services, 
contingency  planning  and  technical  systems 
support.  Under  the  terms  of  a contract 
amendment  executed  October  1996,  Unisys 
Outsourcing  has  also  assumed  responsibility 
for  applications  software  development  and 
maintenance.  Services  are  delivered 
remotely  from  the  Unisys  Outsourcing  Eagan 
Service  Center,  in  Eagan,  Minnesota  Term: 
8/95  - 7/2000Value:  $7.0M 

Circle  K Corporation 
Retail 

Application 

Management, 

System 

Management, 

Transitional 

Outsourcing, 

Consulting 

Unisys  Outsourcing  provides  remote  data 
center  management,  data  communication 
operations  support,  software  maintenance 
and  support,  applications  management, 
systems  performance  management  and 
change  control.  Unisys  Outsourcing  delivers 
systems  operations  services  on  IBM 
midrange.  Sequent  Symmetry  Enterprise 
servers  and  Unisys  Enterprise  servers,  and 
provides  technology  planning  support. 

Term:  September  1994  - August  1999 
Value:  Over  $27. OM 

State  of  Michigan, 
Department  of 
Management  and 
Budget  (DMB)Public 
Sector 

Consulting 

Unisys  Outsourcing  provided  consulting 
services  and  technological  support  for  DMB's 
data  center  consolidation  project,  the 
objective  of  which  was  to  merge  nine  data 
centers  providing  services  to  various  state 
agencies  into  one  information  hub.  The 
consulting  services  included  a feasibility 
study,  and  a detailed  in  depth  consolidation 
and  implementation  plan. 

United  Healthcare 
Health  Care 
Management 

Systems 

Management 

A significant  portion  of  United  HealthCare’s 
computer  and  systems  operations  formerly 
managed  from  their  Golden  Valley, 
Minnesota,  data  center,  has  been  relocated 
to  the  Unisys  Outsourcing  state-of-the-art 
Eagan  Service  Center  located  in  Eagan, 
Minnesota.  UNISYS  Outsourcing  is 
providing  computer  operations  and  related 
technical  support  services  for  United 
Healthcare.  Systems  transferred  include 
IBM,  HP,  UNIX  and  Unisys  A-Series  and 
ClearPath  enterprise  server  platforms 

Source:  Unisys 
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Strategic  Positioning 

Special  Strengths 

• significant  expertise  in  the  outsourcing  field,  with  over  thirty  five  years  providing 
outsourcing  services  to  public  and  private  sector  chents 

• Flexibihty:  they  are  extremely  flexible  in  the  development  and  dehvery  of  those 
services;  they  make  every  effort  to  meet  the  specific  requests  of  their  clients  and  to 
fulfill  their  strategic  objectives. 

• Multi-vendor  expertise:  They  provide  non-biased  outsourcing  recommendations  and 
services  across  multi-vendor  platforms,  implementing  solutions  in  the  best  interests  of 
their  chents. 

• Outsourcing  experience:  Their  management  team  is  comprised  of  an  impressive  array 
of  professionals  with  significant  experience  in  the  outsourcing  business.  The  breadth  of 
expertise  of  their  staff  ensures  they  understand  their  chents’  motivations  and  are  able 
to  develop  custom  solutions  for  them. 

Competition 

Unisys  considers  its  main  competitors  to  be: 

• EDS 

• IBM/ISSC 

• CSC 

• MCl/Systemhouse 

• ACS 

• PKS 

• Perot  Systems 

• Cap  Gemini 

• Siemens-Nixdorf 


Objectives 

Unisys  are  continuing  to  expand  their  skill  base  into  areas  such  as  apphcation 
management,  internet  and  intranet  development  and  management,  as  weU  as  into  the 
growing  their  outsourcing  consulting  capabihties.  They  are  also  continuing  to  grow  the 
dehvery  of  services  to  multi-vendor  platforms,  particularly  IBM  MVS  systems.  Finally,  as 
they  move  farther  into  the  business  process-outsourcing  arena,  they  wih  continue  to  expand 
their  knowledge  of  the  industries  in  which  they  provide  services. 
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Contact  Information  for  U.K7France/Germany 

Network  Services 

European: 

Alister  Sibbald,  Program  Manager 
Bakers  Street,  Bakers  Court 
Uxbridge  UBS  1RG,  U.K. 

Phone:  +44  (0)  498  570  832 

Fax:  +44(0)1895  862  253 

E-mail:  alister.sibbald  @ unisys.com 


U.K. 

Andrew  Gilbert,  Regional  Marketing  Manager 
Bakers  Court,  Bakers  Road 
Uxbridge  UBS  1RG,  U.K. 

Phone:  +44  (0)  1 895  862  233 

Fax:  +44(0)  1895  862  253 

Email:  andrew.gilbert@unisys.com 


Internet:  http:/Avww.unisys.gcseurope.com  Internet: 


http://www.unisys.com 


The  following  profile  outlines  the  services 
and  support  offered  by  Unisys  for 
Network  Services  and  Support. 


General  Background  Information 

Unisys  was  founded  in  1986  through  merger  between  Burroughs  Corporation  and  Sperry 
Corporation.  Its  Global  Customer  Services  (GCS)  division  was  founded  in  1995. 

Main  activities 

Unisys  operates  as  an  information  management  company,  and  as  a solutions  and  systems 
integrator  for  business  and  government.  It  complements  its  integration  work  with  a range 
of  consulting  and  information  services,  together  with  IT  and  vertical  industry  expertise.  Its 
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50,000-plus  clients  in  over  100  countries  include: 

• 41  out  of  the  world’s  top  50  banks 

• Over  3,000  financial  institutions 

• 140  different  airlines 

• 35  of  the  world’s  largest  telecom  firms 

• Key  healthcare  organizations 

• More  than  1,600  government  agencies  and  other  commercial  market  leaders 

Unisys  states  that  its  mission  is  to  transform  businesses  and  government  agencies  by 
creating  innovative  solutions  that  change  the  way  they  use  information.  Its  solutions  aim  to 
help  clients  make  the  best  use  of  their  resources,  increase  their  competitiveness,  better 
serve  their  customers  and  improve  their  financial  performance. 

Global  Customer  Services  (GCS),  the  IT  services  division  within  Unisys,  uses  its  global 
delivery  capability  to  help  clients  integrate  and  manage  their  distributed  computing 
investments.  GCS  employs  over  7,500  service  professionals,  with  experience  in  technical 
integration,  change  and  project  management,  supplier  management  and  strategic 
implementation. 


Unisys  Limited  (UK),  Unisys  S/A  (France)  and  Unisys  GmbH  are  all  wholly  owned 
subsidiaries  of  the  Unisys  Corporation. 

Financial  Information 


Exhibit  1 


Exhibit  2 


Unisys’  Revenues,  1997 


World-Wide  revenues 

Revenues  ($  Million) 

Unisys 

$6,636 

GCS 

$608.1 

Source:  Unisys 


Unisys’  Employees 


Region 

No.  of  Employees 

Worid-wide 

Unisys  33,000 
GCS  over  7,500 

Europe 

GCS  over  2,000 

U.K. 

GCS  550 

Source:  Unisys 
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Service  Offerings 

Unisys  entered  the  network  services  market  in  1991  and  the  network  management  market 
in  1995. 

Exhibit  3 


Unisys’  Network  Management  and  Support  Capabilities 


Service  Type 

Proportion  of 
Business 

Competencies 

Network  Planning  & Design  Services 

20% 

H 

Network  Implementation  Services 

50% 

H 

Network  Support  Services 

20% 

H 

Network  Management  Services 

10% 

H 

Source:  Unisys 


Vertical  Market  Competencies 

Unisys  concentrates  on  the  follovsdng  vertical  markets 

• Finance 

• Transport 

• Telecommunications 

• Government 

• Pharmaceutical 

• Healthcare 

• Financial  Services  (Insurance,  Banking,  Building  Societies) 
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Exhibit  4 


Unisys’  Reference  Customers 


Customer 

Service  Provided 

Project  Details 

SNS  Bank 

Desktop  to  Network 
Services 

8 month  installation  for  2500  users 
380  Windows  NT  servers  and  2200  Windows  NT 
95  workstations  throughout  the  country 
NT  wide  area  network 

23  million  guilder  contract  (including  support) 

Abbey  National 

Network  Services 

New  satellite  distribution  systems  installed  in  over 

1 000  branches  in  9 months 

hours  to  download  a million  pages  of  text 

Under  four  year  payback  expected  on  £3million 

investment 

New  effective  internal  communications  have 
improved  customer  service 

Halifax 

Project  rollout 

Procurement,  staging,  implementation,  project 
management  of  IT  and  network  equipment  in 
company’s  950  branches. 

Suffolk  CC 
U.K. 

Network  Management 

Remote  monitoring  and  management  of  client’s 
corporate  backbone  network. 

Essex  CC 
U.K. 

Network  Management 

Remote  monitoring  and  management  of  client’s 
corporate  backbone  network. 

Source:  Unisys 


Strategic  Positioning 

Special  Skills 

Unisys  considers  the  following  points  to  be  it’s  main  differentiators/strengths  in  the 
network  management  and  support  market: 

• End-to-end  implementation  capability 

• European/Global  delivery  capability 

• Strategic  partnerships  with  all  key  network  technology  suppliers 

• Scaleable  remote  management  capabilities 

• Service  management 

• SLA  management  model. 


Competition 

Unisys  considers  its  main  competitors  to  be: 

• Digital 

• HP 
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• IBM 

• Siemens 

• ACI 

• Cap  Gemini 

• Getronics 

• European  PTTs 

Objectives 

During  1998  Unisys  will  be  significantly  expanding  its  consultancy  practice  to  assist  clients 
in  making  the  correct  choice  of  IT  architecture  and  technology  to  support  business-driven 
change  within  their  organizations. 
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Unisys  Corporation 


Chairman  & CEO:  James  A.  Unruh 

President,  Computer 
Systems  Group:  Alan  G.  Lutz 

President,  Information  Services 
Group:  Lawrence  C.  Russell 

President,  Global  Customer  Services 
Group:  Gerald  A.  Gagliardi 

P.O.  Box  500 

Blue  Bell,  PA  19424-0001 

Phone:  (215)986-5777 

Fax:  (215)986-6850 

Internet:  http://www.unisys.com 


Status:  Public 

Employees:  37,000 

Revenue:  $6,202,300,000 

Fiscal  Year  End:  12/31/95 


Key  Points 

• In  October  1995,  Unisys  Corporation 
announced  that  it  would  realign  internally 
into  three  business  units — information 
services,  global  customer  services,  and 
computer  systems — dedicated  to  providing 
best-of-breed  services  and  technologies. 


Each  of  the  new  business  units  will  have  its 
own  marketing  and  sales  organization.  This 
restructuring  covers  Europe,  Africa,  and  the 
commercial  portion  of  North  America. 

• The  Federal  Systems  Division,  which 
reorganized  into  three  business  units  in 
1994,  each  with  its  own  sedes  force,  will 
continue  to  run  as  a standalone  unit, 
reporting  to  the  CEO. 

• A common  services  infrastructure  will 
address  accounting,  collection  and 
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disbursements,  facilities,  telemarketing,  and 
miscellaneous  other  services  for  the  three 
imits. 

• The  South  Pacific,  Asian,  and  Latin 
American  markets  are  smaller  and  their 
scale  does  not  lend  itself  to  the  formal  split 
structure  at  this  time.  These  areas  will  act 
essentially  as  distribution  outlets  and  value- 
added  resellers  for  the  three  businesses. 

• In  1996,  the  company  may  experience  a slow 
first  half  because  of  potential  disruption 
caused  by  the  realignment  of  its  operations 
into  three  business  imits. 

• The  company’s  priorities  in  1996  will  he  to 
focus  on  the  effective  and  timely 
implementation  of  its  new  three-business 
model  and  the  execution  of  its  restructuring 
plan. 

Company  Description 

Unisys  is  an  information  management 
company  providing  hardware,  professional 
services,  software  development,  systems 
integration,  outsourcing,  systems  and 
application  software,  and  network 
development  services  to  clients. 

Unisys  is  the  second  largest  full-service 
provider  to  the  financial  services  industry;  one 
of  the  top  three  providers  of  commercial 
services  and  solutions  to  the  U.S.  federal 
government;  and  the  second  largest  U.S. 
Medicaid  fiscal  agent.  Unisys  has  been  a 
solutions  and  systems  integrator  for  more 
than  50,000  businesses  and  governments 
worldwide. 

The  company  provides  services  globally,  with 
73%  of  its  1995  business  in  Europe,  AfHca, 
and  North  America. 


Organization  and  Structure 

In  October  1995,  Unisys  was  realigned  into 
three  business  units,  initially  covering  the 
U.S.  commercial  and  European  markets.  The 
three  units  are  the  Information  Services 
Group,  the  Computer  Systems  Group,  and  the 
Global  Customer  Services  Group.  Each  of  the 
new  business  units  will  have  its  own  sales  and 
marketing  organization. 

The  company’s  current  structure  is  shown  in 
the  exhibit  on  the  following  page. 

The  Information  Serviced  Group  (ISG) 
provides  management  consulting,  integration, 
and  outsourcing  services  as  well  as  in-depth 
market  sector  expertise  to  help  clients  use 
information  to  enhance  their  competitiveness 
and  better  serve  their  customers.  Unisys 
Information  Services  Group  is  comprised  of  six 
strategic  market  sector  business  units  (public 
sector,  commercial,  financial,  transportation, 
communications,  and  health  information 
management),  application  technology-based 
horizontal  practices  (i.e.,  imaging,  decision 
support  services,  Oracle/PeopleSoft,  and 
customer  information  management),  and 
outsourcing. 

The  Computer  Systems  Group  provides 
powerful  hardware  and  system  software 
technologies  that  serve  as  the  building  blocks 
of  advanced  information  management 
solutions.  Major  product  lines  include 
enterprise  systems  and  servers;  departmental 
server  s/desktop  systems;  systems  software 
and  development  tools;  scaleable  parallel 
processing  systems;  imaging,  document 
management,  and  pa3rment  processing 
systems;  and  data  communications  and 
information  storage  solutions. 
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Exhibit 

Unisys  Corporation  Organization  Chart 


Information  Services 
Group 

Europe 

Africa 

North  America 
(Commercial) 

Computer  Systems 
Group 

Europe 

Africa 

North  America 
(Commercial) 

Global  Customer 
Services 

Europe 

Africa 

North  America 
(Commercial) 

Federal  Systems  Division 

Latin  America  Caribbean  Division 

South  Pacific  Division 

Asia  Division 

Common  Services 

The  Global  Customer  Services  (GCS)  Group 
provides  services  that  evaluate,  design,  install, 
integrate,  maintain,  and  support  open 
multivendor  network  and  desktop  solutions. 
GCS’  services  help  clients  maximize  the 
availability  and  effectiveness  of  their 
distributed  computing  environments. 

The  company  also  has  divisions  that  provide 
products  and  services  to  the  Federal  Systems, 
Latin  American,  Caribbean,  South  Pacific,  and 
Asian  markets.  A common  services 
infrastructure  group  provides  accounting, 
collection  and  disbursement,  facilities, 
telemarketing  and  various  other  common 
services  to  the  three  business  units. 


Unisys  has  47  major  facilities  in  the  U.S.  and 
40  facilities  outside  of  the  U.S.  There  will  be 
some  change  in  the  location  and/or  size  of 
these  facihties  as  the  company  implements  the 
new  business  unit  strategy.  These  major 
facilities  include  offices,  laboratories, 
warehouses,  manufacturing  facilities,  and 
distribution/sales  centers. 

Company  Strategy 

Following  a comprehensive  review  of  business 
execution  issues,  in  October  1995,  Unisys 
launched  a sweeping  realignment  of 
operations.  Its  goals  were  to  improve 
profitability  by  reducing  the  cost  base  and  to 
become  more  focused  and  competitive  in  the 
markets  in  which  it  does  business. 
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Financials 

Unisys’  1995  revenue  was  $6.2  billion,  an 
increase  of  4%  from  1994  revenue  of  $6.0 
billion. 


Under  the  new  structure,  Unisys  will  function 
as  one  company  with  three  highly  focused 
business  groups — the  Information  Services 
Group,  the  Computer  Systems  Group,  and  the 
Global  Customer  Services  Group.  Each  of  the 
three  groups  will  provide  “best-of-breed” 
services  or  products  based  on  the  specific 
needs  of  specific  clients.  Each  will  have  its 
own  sales  and  marketing  force.  Each  is 
responsible  for  shaping  its  own  destiny, 
driving  revenue  and  profit  growth  for  the 
company.  Each  group  is  global  in  scope. 

With  its  Information  Services  and  Global 
Customer  Services  business  groups,  the  “top 
down,  bottom  up”  information  services 
strategy  is  to  continue  to  expand  its  market 
position  and  capabilities.  Unisys’  goal  is  to 
become  a recognized  leader  in  helping  clients 
apply  technology  to  improve  customer  service 
and  enhance  their  competitiveness  and 
responsiveness. 


• Net  losses  of  $624.6  million  in  1995  include 
charges  of  $846.6  million  pretax  ($670.5 
million  after  tax)  related  primarily  to 
restructuring  and  certain  contract  losses.  In 
1994,  the  company  incurred  restructuring 
charges  of  $186.2  million  before  taxes 
($133.1  million  after  taxes)  related  to 
employee  termination  benefits. 

• Exclusive  of  restructuring  charges, 
operating  income  in  1995  was  $19.5  million, 
compared  to  $339.6  million  in  1994  and 
$572.4  million  in  1993. 


• A four-year  financial  summary  follows: 


Unisys  Corporation 
Four-Year  Financial  Summary 
($  Millions,  except  per  share  data) 


Fiscal  Year 

Item 

1995(a) 

1994(a) 

1993(a) 

1992 

Revenue 

$6,202.3 

$5,978.2 

$5,980.8 

$8,421 .9 

• Percent  change  from 
previous  year 

4% 

— 

(29%) 

N/A 

Income  (loss)  before  taxes 

$(698.1) 

$154.4 

$572.4 

$720.7 

• Percent  change  from 
previous  year 

(b) 

(552%) 

(73%) 

(21%) 

N/A 

Net  income  (loss) 

$(624.6) 

$100.5 

$565.4 

$361 .2 

• Percent  change  from 
previous  year 

(b) 

(722%) 

(82%) 

57% 

N/A 

Earnings  (loss)  per  share 

$(4.35) 

$(0.11) 

$2.69 

$1.46 

• Percent  change  from 
previous  year 

* 

(104%) 

84% 

N/A 

* Percent  change  exceeds  1 ,000%. 

(a)  Revenue  has  been  restated  to  reflect  the  sale  of  Unisys’  defense  business  in  May  1995. 

(b)  Includes  charges  of  $846.6  million  pretax  ($670.5  million  after  tax). 
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Unisys  management  attributes  1995  growth  to 

the  following: 

• Approximately  two-thirds  of  the  overall 
increase  was  due  to  foreign  currency 
changes. 

• Sales  revenue  overall  declined  8%  to  $2.6 
billion  in  1995  from  $2.9  billion  in  1994. 

Sales  of  enterprise  systems  and  servers 
declined  21%,  while  departmental  server 
and  desktop  systems  increased  6%  and 
software  increased  3%. 

• Services  revenue  increased  25%  and 
equipment  maintenance  revenue  increased 
1%  in  1995. 

Revenue  Analysis  by  Product  j Service 

A three-year  summmary  of  source  of  revenue, 

as  provided  by  Unisys,  is  shown  below. 

• The  sales  category,  contributing  43%  to  1995 
revenue,  includes  the  sale  of  enterprise 
systems,  servers  and  peripherals; 


departmental  servers/desktop  systems  and 
peripherals;  imaging  systems;  document 
management  and  payment  processing 
systems;  applications  and  systems  software; 
data  communication  equipment;  and 
information  storage  solutions. 

• The  services  category,  contributing  35%  to 
1995  revenue,  includes  revenue  from 
systems  integration  services;  outsourcing 
services;  information  planning  and 
education  services;  and  industry-specific 
software  solutions. 

• The  equipment  maintenance  category 
includes  life-cycle  desktop  support  services; 
proprietary  hardware  and  software 
maintenance;  Unisys  direct  computer 
supplies;  and  other  repair  activities.  This 
service  category  contributed  22%  of  total 
company  revenue  in  1995.  This  revenue 
contribution  remained  static  after  a decrease 
in  contribution  to  total  revenue  from  1993  to 
1994. 


Unisys  Corporation 

Three-Year  Source  of  Revenue  Summary 

($  Millions) 


Fiscal  Year 

1995 

1994 

1993 

Product/Service 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Sales 

$2,646.3 

43% 

$2,877.1 

48% 

$3,178.6 

53% 

Services 

2,198.1 

35% 

1,759.4 

29% 

1 ,358.2 

23% 

Equipment  maintenance 

1 ,357.9 

22% 

1,341.7 

22% 

1,444.0 

24% 

Total* 

$6,202.3 

100% 

$5,978.2 

100%  n 

$5,980.8 

100% 

* Differences  due  to  rounding. 
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INPUT  estimates  that  Unisys  had 
approximately  $1.12  billion  in  U.S. 
information  services  revenue  during  1995, 
segmented  as  follows  ($  millions): 


Professional  services $350 

Systems  integration 220 

Systems  operations 300 

Software  products 250 


$1,120 

Market  Financials 

Unisys  targets  five  core  vertical  markets: 
financial  services,  public  sector/government 
(including  health  information  management), 
communications,  transportation,  and 
commercial  (i.e.,  manufacturing,  retail  chains, 
and  publishing). 

A majority  of  Unisys  clients  are  Fortune  500 
companies  and  include  more  than  1,500 
government  agencies  worldwide;  all  50  U.S. 


states  and  more  than  900  city/county  agencies; 
more  than  50  of  the  world’s  leading 
communications  companies  in  over  35 
countries;  14  of  the  world’s  top  20  airlines;  21 
major  railroads;  6 ferry  lines;  and  service  140 
airlines  worldwide. 

Geographic  Markets 

Unisys  provides  services  to  clients  in  the  U.S., 
Europe/Africa,  the  Americas,  and  the  Pacific. 

Unisys’  U.S.  revenue  was  39%  of  total  revenue 
in  1995.  INPUT  estimates  that  Unisys’  1995 
U.S.  revenue  from  enterprise  systems  and 
departmental  computing  systems  was 
approximately  $1,020  million,  services 
revenue  was  approximately  $865  million,  and 
equipment  meuntenance  was  $520  million. 

A three-year  geographic  source  of  revenue 
from  continuing  operations,  as  provided  by 
Unisys,  follows: 


Unisys  Corporation 

Three-Year  Geographic  Source  of  Revenue  Summary 

($  Millions) 


Fiscal  Year 

1995 

1994 

1993 

Geographic  Market 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

U.S. 

$2,405.5 

39% 

$2,389.1 

40% 

$2,513.7 

42% 

Europe  and  Africa 

2,090.3 

34% 

1 ,935.4 

32% 

1,921.2 

32% 

Americas/Pacific 

1 ,706.5 

27% 

1,653.7 

28% 

1,545.9 

26% 

Total 

$6,202.3 

100% 

$5,978.2 

100% 

$5,980.8 

100% 

Divestitures 

In  May  1995,  the  company  announced  the  sale 
of  its  defense  business  to  Loral  Corporation  for 
$862  million  in  cash. 


• A loss  on  the  sale  of  $9.8  million  was 
recorded  in  the  fourth  quarter  of  1995  after 
completion  of  the  purchase  price  adjustment 
process. 
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• This  division  had  contributed  $1,421.5 
million  in  revenue  in  1994  and  $258.1 
million  during  the  first  quarter  of  1995. 

Employees 

Unisys  employee  headcount  by  business  group 
is  as  follows; 


Computer  Systems  Group 12,000 

Information  Services  Group 15,000 

Global  Customer  Services 8,500 

Common  services 2,000 


37,000 

The  company  plans  to  lower  the  headcount  in 
the  Computer  Systems  and  Global  Customer 
Services  Groups  by  the  end  of  1997.  Unisys 
expects  to  be  higher  in  headcount  in  the 
Information  Services  Group,  based  on 
revenue,  in  a couple  of  years. 

Unisys  currently  has  approximately  37,000 
employees,  worldwide. 

Key  Products  and  Services 

Unisys  Information  Services  Group 

Unisys  Information  Services  Group  (ISG) 
provides  systems  and  network  integration, 
outsourcing,  enterprise  management,  and 
vertical  solution  services,  as  well  as  research 
and  strategic  services,  information  planning, 
and  process  redesign  work. 

• ISG  provides  industry-specific  applications 
and  solutions  that  help  clients  compete 
effectively  in  their  markets,  such  as  imaging, 
payment  and  retail  delivery  systems,  voice 
messaging  systems  and  calling  card  services, 
justice/public  safety  and  integrated  social 
services  applications,  cargo  and  reservation 
systems,  and  claims  processing. 

• Horizontal  expertise,  including  consulting, 
systems  integration,  and  decision  support,  is 


distributed  throughout  these  strategic 
markets. 

The  Unisys  Outsourcing  Practice  is  also 

organized  along  a vertical  market  orientation, 

with  principals  knowledgeable  about  the 

issues  and  needs  of  specific  industries. 

Outsourcing  services  include: 

• Program  Management  Services — assuming 
responsibility  for  personnel  issues; 
delivering  and  reporting  on  service  levels; 
implementing  the  Unisys  Total  Quality 
Process 

• Systems  Management  Support — managing 
data  center  operations;  maintaining  systems 
and  software;  supplying  voice  and  data 
network  operations,  support,  and 
administration 

• Application  Management — engineering 
software;  developing,  maintaining,  and 
enhancing  software  applications;  providing 
systems  analysis;  planning  systems 

• End-User  Computing  Support — suppljdng 
PC/LAN  support;  providing  24-hour 
hotline/help  desk  support;  offering  software 
application  training  and  documentation 

• Network  Operations — managing, 
maintaining,  and  supporting  software  and 
operations  for  local,  wide-area,  and 
multivendor  networks 

• Transitional  Outsourcing  Support — 
managing  legacy  systems  during  transition 
from  a traditional  mainframe  environment 
to  a distributed  environment;  providing 
systems  development  and  migration 
support;  implementing,  stabilizing,  and 
managing  the  new  environment 

• Business  Process  Engineering — full  program 
management  and  life-cycle  support  for 
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technology-based  business  processes; 
performing  labor-intensive  administrative 
tasks  associated  with  non-core  processes 

• Operations  Solutions  Services — consulting 
on  operations,  consolidation  and  business 
protection;  providing  customized  solutions 
services 

Computer  Systems  Group 

The  Computer  Systems  Group  (CSG)  provides 
development  and  manufacturing  of  enterprise 
systems,  servers,  workstations  and  personal 
computers  for  open,  client/server  networks. 

• This  group  also  delivers  POS,  UNIX 
systems,  enterprise  servers,  and  massively 
parallel  processing  systems  for  decision 
support/data  warehousing  and  associated 
software,  systems  management  software, 
and  X.500  and  transaction  monitors  used  to 
run  an  organization’s  core  information 
management  applications. 

• Unisys  CSG  also  provides  a broad  line  of 
midrange  servers  and  desktop  systems 
based  on  standard  Intel  microprocessors. 

Global  Customer  Services  Group 

The  Global  Customer  Services  Group  provides 
a full  range  of  departmental  server  and 
desktop  services,  network  integration, 
traditional  multivendor  maintenance  and 
support  services,  and  printers  and  supplies. 

• GCS  provides  clients  with  cost-effective 
maintenance  services,  spare  parts,  and  other 
repair  activities  needed  to  ensure  reliable, 
continuous  operation  of  their  information 
systems,  including  desktop  and  network 
systems. 

• The  group  also  provides  LAN  design, 
integration,  installation,  and  support 
services. 


GCS’  portfolio  of  services  includes  the 
following: 

• Network  Enable — consulting,  design, 
implementation,  integration,  network 
management,  ongoing  support,  project 
management,  internetworking,  security, 
voice/data  integration,  Web  site  integration, 
and  multivendor  network  maintenance 

• Unisys  Direct — after-market  products, 
printers,  consumable  supplies,  power 
conditioning,  and  environmental  products 

• Desktop  Services — consulting,  design,  asset 
management,  operations  management, 
provisioning,  configuration,  installation, 
integration,  ongoing  support,  project 
management,  call  center  operation,  network 
management  and  multivendor  hardware 
maintenance 

• Maintenance — on-call  services,  installation, 
remedial  hardware,  maintenance,  software 
support,  engineering  change,  and  asset 
relocation 

Clients 

Unisys  targets  the  Fortune  1000  and 
government  agency  equivalent  worldwide;  its 
50,000  clients  include  many  of  the  world’s 
largest  banks  and  financial  services  firms, 
airline  and  transportation  companies, 
commvmications  companies,  health  care 
organizations,  more  than  1,600  government 
agencies,  and  other  commercial  market 
leaders. 

No  single  customer  accounts  for  more  than 
10%  of  revenue.  Revenues  from  various 
agencies  of  the  U.S.  government  were 
approximately  $530  million,  $476  million,  and 
$797  million  in  1995,  1994,  and  1993, 
respectively. 
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Key  clients  by  business  group  include: 

• Information  Services  Group  - Air  France, 
Australian  Customs  Service,  Banco  Nacional 
de  Mexico,  Bass  Taverns  (U.K.),  Chase 
Manhattan,  Lloyds  Bank  (U.K.),  Michigan 
Department  of  Transportation,  NYNEX, 

PTT  Telecom  BV  (Netherlands),  Subaru  of 
America,  United  Healthcare,  First  Health 
Strategies,  General  Electric,  Leeds 
Permanent  Building  Society  (U.K.),  Ohio 
Bureau  of  Employment  Services,  Chicago 
Park  District,  Circle  K,  Dairy  Mart,  Ford 
Motor  Company,  Cathay  Pacific  Airways 
Limited,  and  Mitsui  & Co.  (Brazil) 

• Computer  Systems  Group  - Banque  Bruxelles 
Lambert  (Belgium),  Banco  Nacional  de 
Mexico,  Lufthansa  Airlines,  NASDAQ  Stock 
Market,  NYNEX,  Pacific  Bell,  Signet  Bank, 
the  states  of  Florida,  New  York,  and 
Pennsylvania,  TSB  Bank  (U.K.),  and  Union 
Bank  of  Switzerland 

• Global  Customer  Services  Group  - Aetna  Life 
and  Casualty,  Bass  Taverns  (U.K.), 

Chemical  Bank,  Internal  Revenue  Service, 
Johnson  & Higgins,  MCI,  Nationwide 
Insurance,  Pitney-Bowes,  Ryder  Systems, 
SNS  Bank  (Netherlands),  TSB  Bank,  the 
U.S.  Department  of  Justice,  Bank  South,  the 
state  of  California,  First  Commercial 
Corporation,  OfficeMax,  Keebler,  National 
Westminster  (U.K.),  Mitsubishi,  and 
Redbook  Florist 

Contracts 

Examples  of  recent  contracts  by  business 
group  are  as  follows: 

Information  Services  Group 
In  January  1996,  Unisys  was  awarded  a $12.8 
million  contract  by  Spain’s  Ministry  of  Labor 
and  Social  Security  to  provide  hardware, 
software,  and  services  in  support  of  a national 


social  security  card  project  known  as  TASS. 
Through  a regional  network  of  public  kiosks, 
the  project  will  use  automated  fingerprint 
identification  technology  to  provide  citizens 
with  secure  access  to  personal  information 
stored  on  smartcards  as  well  as  to  government 
health  care  databases. 

In  January  1996,  The  Associated  Group,  an 
Indianapolis-based  insurance  and  health  care 
management  company,  announced  that  it  had 
selected  Unisys  to  provide  information 
systems  management  services  for  its  facilities 
in  Indianapolis  (IN),  Cincinnati  (OH),  and 
Louisville  (KY).  Under  the  terms  of  the  five- 
year,  $125  million  contract,  Unisys  will 
purchase  the  information  technology  assets  of 
the  three  facilities  and  the  employees  there 
will  become  Unisys  employees  and  continue  to 
operate  the  centers. 

In  December  1995,  Unisys  announced  the 
award  of  a $38  million  contract  from  the  U.K. 
Ministry  of  Defense  (MOD).  Unisys  will 
provide  systems  integration,  hardware,  and 
software  for  a headquarters  complex  being 
developed  near  Bristol,  England.  Unisys  has 
recently  been  awarded  another  contract  for  $9 
million  to  provide  the  MOD  with  high- 
performance  Unisys  PCs  based  on  Intel 
Pentium  processors  and  printers  as  part  of  the 
IT  infrastructure  reengineering  program. 

Both  contracts  are  aimed  at  meeting  the 
corporate  computing  and  applications 
requirements  at  the  new  Abbey  Wood,  Bristol 
offices  of  the  MOD  Procurement  Executive. 

In  November  1995,  Unisys  announced  an  $18 
million,  multiyear  contract  to  handle  all  in- 
clearing for  Girobank,  a major  provider  of 
financial  services  in  the  United  Kingdom.  The 
in-clearing  will  be  handled  by  Unisys’ 

Payment  Services  Limited  (UPSL)  subsidiary, 
located  near  Tower  Bridge,  London.  UPSL 
was  formed  in  1994  to  provide  advanced 
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processing  services  to  financial  services 
companies.  UPSL  will  process  over  75  million 
checks  annually  for  Girobank,  using  Unisys’ 
Infolmage  Item  Processing  System.  This 
image-enabled  check  processing  solution  will 
provide  significant  benefits  by  allowing 
implementation  of  more  cost-effective 
workflows  based  on  the  high-speed  capture, 
storage,  and  retrieval  of  check  images. 

In  October  1995,  Unisys  delivered  to  U S 
WEST  a state-of-the-art,  image-based 
remittance  processing  system.  The  $7.2 
million  system  was  co-developed  by  U S WEST 
and  a systems  integration  team  from  Unisys. 

• The  client/server  system  was  installed  and 
fully  implemented  at  U S WEST  sites  in 
Denver  (CO),  Seattle  (WA),  Salt  Lake  City 
(UT),  Phoenix  (AZ),  Des  Moines  (LA),  and 
Plymouth  (MN).  It  is  one  of  the  largest 
image-based  remittance  processing 
operations  in  the  communications  industry 
and  the  only  one  that  was  designed  from  the 
ground  up  specifically  for  the 
communications  industry. 

• Unisys  also  announced  that  it  will  market 
the  solution  worldwide  to  other  large 
communications  companies. 

In  September  1995,  Unisys  announced  that  it 
had  been  awarded  a $16  million,  three-year 
contract  with  Coutts  & Co.  AG,  a Swiss 
private  bank,  for  outsourcing  services.  Unisys 
will  provide  operation  development, 
maintenance,  support,  and  contingency 
backup  of  the  bank’s  computing  environment. 
The  agreement  is  one  of  the  cornerstones  in 
the  bank’s  strategy  to  concentrate  on  its  core 
business. 

In  September  1995,  Unisys  was  awarded  a $25 
million  contract  to  provide  an  image-enabled 
remittance  processing  system  to  the  Alabama 
Department  of  Revenue. 


In  July  1995,  Unisys  announced  the  award  of 
a contract  from  the  Internal  Revenue  Service 
to  provide  information  support  services  to  the 
Department  of  the  Treasury. 

• The  one-year  contract,  with  four  one-year 
options,  has  a potential  value  to  Unisys  of 
$200  million. 

• Unisys  will  provide  information  systems, 
engineering  services,  and  technical  financial 
services,  including  studies,  plans,  analysis, 
evaluations,  program  management  and 
software  development,  primarily  to  the 
Internal  Revenue  Service  in  support  of  its 
ongoing  modernization  effort.  Unisys  will 
work  under  a fee-for-service,  task  order 
concept. 

Early  in  1995,  Cole  National  (a  nationwide 
specialty  service  retailer  operating  under  the 
names  Sears  Optical,  Montgomery  Ward 
Vision  Center,  Things  Remembered,  and  the 
Gift  Center  at  Sears)  awarded  a ten-year,  $90 
million  outsourcing  contract  to  Unisys. 

• Under  the  contract,  Unisys  will  provide 
support  for  Cole  National’s  data  center  in 
Cleveland  (OH).  Forty-four  Cole  National 
employees  transferred  to  Unisys  to  assist  in 
performing  these  services. 

• For  the  project,  Unisys  partnered  with 
LakeWest  Group,  a leading  retail  consulting 
firm  headquartered  in  Cleveland. 

In  April  1995,  Belgium’s  public  sector 
employment  agency,  Vlaamse  Dienst  voor 
Arbeidsbemiddeling  en  Beroepsopleiding 
(VDAB)  awarded  a $1.4  million  contract  to 
Unisys  to  improve  the  countrywide  job-listing 
process.  Unisys  is  responsible  for  the 
program’s  project  management  and 
maintenance  services,  in  addition  to  providing 
the  self-service  kiosk  terminal  for  the 
program.  Job  seekers  can  now  step  up  to  a 
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terminal  and  obtain  information  on  position 
opportunities  and  professional  training. 

Other  current  long-term  contracts  include 
those  with  Circle  K and  the  Chicago  Park 
District  for  outsourcing  services. 

Computer  Systems  Group 
In  March  1996,  Unisys  announced  the 
purchase  of  an  image-enabled  archive  solution 
by  Financial  Services  Management 
Corporation  (FSMC). 

• The  solution  is  based  on  Unisys’  Information 
Retrieval  and  Information  System  (IRIS), 
along  with  associated  consulting  and 
integration  services.  FSMC  (formerly 
known  as  First  State  Marketing  Corp.)  is  the 
leading  processor  of  consumer  rebate  checks. 
FSMC  will  use  the  archive  solution  as  the 
linchpin  in  new  payment  processing  and 
cash  management  services  for  its  corporate 
clients. 

• The  IRIS  solution  will  enable  FSMC  to  store 
digitized  images  of  paper  checks  and  other 
documents  captured  through  an  image- 
enabled  DP500  document  processing  system. 
The  images  can  be  made  available  to 
FSMC’s  clients  in  customized  statements  or 
on  CD  ROM,  providing  critical  payment 
information  in  useful  formats  and  reducing 
the  amount  of  paper  used. 

In  December  1995,  Unisys  was  awarded  a 
contract  by  the  state  of  Ohio  to  be  the  prime 
supplier  of  personal  computers,  peripherals, 
and  related  desktop  services  under  the  Ohio 
SchoolNet  technology  program.  SchoolNet  is  a 
state-supported  program  to  facilitate  the 
installation  of  computer  and 
telecommunications  technology  in  public 
school  classrooms. 

In  December  1995,  Unisys  announced  that  it 
was  awarded  a $10  million  contract  by  the 


Arizona  Department  of  Economic  Security  to 
develop  and  implement  a statewide  child 
welfare  system  for  the  Division  of  Children 
and  Family  Services.  The  system  incorporates 
client/server  technology  and  utilizes  an 
advanced  software  architecture. 

In  December  1995,  Unisys  announced  that 
Skipskredittforeningen  AS  (SKF),  a leading 
Norwegian  shipping  finance  company,  has 
chosen  the  Unisys  international  banking 
solution,  FBA  Urbis,  to  support  its  treasury 
and  lending  operations.  FBA  Urbis  is  a fully 
integrated,  UNIX-based  international  banking 
system  designed  to  support  all  of  a bank’s 
international  business.  Based  on  an  open 
systems  architecture,  FBA  Urbis  combines 
Oracle  relational  database  technology,  an 
advanced  fourth-generation  language,  and  a 
Windows-based  graphical  user  interface. 

Global  Customer  Services  Group 

In  March  1996,  Unisys  announced  a three- 
year,  $10.6  million  contract  from  Redbook 
Florist  services  for  desktop  services,  personal 
computers  and  printers. 

• The  new  relationship  will  help  Redbook, 
which  provides  on-line  electronic  commerce 
services  for  15,000  florists  nationwide,  to 
expand  its  base  of  affiliates  by  making  it 
easy  and  affordable  for  the  smaller  florists  to 
access  Redbook’s  TERRAsys  electronic 
services  network. 

• Redbook  will  market  the  fully  configured 
systems  for  a single  price  and  route 
customers  to  Unisys  for  fulfillment.  Unisys 
will  configure,  test,  load  software,  ship, 
install,  and  start  the  system  at  the 
subscriber  location  and  provide  on-site 
warranty  services  for  three  years.  The 
system  will  be  installed  within  10  days  of 
receipt  of  order. 
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In  November  1995,  the  Swedish  National 
Police  announced  the  selection  of  Unisys  to 
manage  the  support  of  the  Police  Board’s 
multivendor  computing  systems. 

• During  the  term  of  the  three-year,  $3.5 
million  contract,  Unisys,  as  the  single  point 
of  contact  and  prime  services  provider,  will 
be  responsible  for  all  work  related  to  the 
maintenance  and  support  of  desktop  and 
network  systems  at  more  than  350  police 
stations,  laboratories,  and  academies  across 
Sweden. 

• Unisys  will  maintain  network  servers, 
workstations,  printers,  and  encrypting 
equipment  from  Bull,  Compaq,  Hewlett- 
Packard,  Sim  Microsystems,  Unisys,  and 
other  suppliers.  Unisys  will  also  support  the 
application  and  operating  systems  software 
from  Microsoft,  Novell,  Lotus,  Computer 
Associates,  Informix,  and  Unisys. 

In  November  1995,  MCI  selected  Unisys  to 
provide  network  integration  and  desktop 
services  for  the  implementation  and 
maintenance  of  advanced  MCI  data  networks 
at  MCI  customer  sites. 

• During  the  term  of  the  three-year, 
multimillion-dollar  contract,  Unisys  will 
provide  MCI  with  procurement, 
configuration,  staging,  installation,  and 
maintenance  on  routers,  modems,  and  other 
network  devices  at  MCI  customer  sites. 

• The  primary  focus  of  the  agreement  is  for 
service  on  network  equipment  manufactured 
by  Cisco  Systems  and  Bay  Networks. 

In  September  1995,  Unisys  announced  a 
contract  award  of  $32  million  from  the  state  of 
Michigan  Department  of  Management  and 
Budget  to  provide  consulting  services  and 
enterprise-server  technology  to  consolidate 
five  data  centers.  These  centers  will  be 


consolidated  into  one  fully  modernized  center 
that  will  provide  a range  of  data  processing 
services  to  various  state  departments, 
including  the  Secretary  of  State,  Corrections, 
Police,  Treasury,  Civil  Service,  Commerce,  and 
Transportation. 

In  August  1995,  Cathay  Pacific  announced  a 
multipart,  five-year  agreement  with  Unisys 
for  information  services  and  solutions  for  its 
Sydney  Data  Centre  in  Australia.  Cathay  will 
lease  a Unisys  2200/922  enterprise  server  and 
purchase  a Unisys  2200/500  enterprise  server 
and  peripherals.  Unisys  will  also  provide 
migration  of  the  main  operations  computer 
processing,  disaster  recovery,  and  other 
support  services  for  Cathay  over  the  course  of 
the  contract. 

In  June  1995,  Unisys  was  awarded  a $19 
million  contract  to  provide  multivendor 
maintenance  services  to  the  Internal  Revenue 
Service  at  over  650  IRS  offices,  the  IRS’  ten 
service  centers,  and  the  Martinsburg  (WV) 
Computing  Center.  Unisys  is  responsible  for 
on-site  maintenance  services  and  desktop 
services  to  the  IRS  sites. 

Marketing  and  Sales 

• Unisys  markets  its  products  and  services 
through  a direct  sales  forces  for  each  of  the 
U.S.  business  units,  the  corresponding  three 
Federal  Systems  unit  channels,  and  through 
strategic  edliances. 

• The  South  Pacific,  Asian  and  Latin 
American  offices  also  provide  additional 
channels  for  sales  and  distribution  of 
products  and  services  for  the  three  U.S. 
business  units. 
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Alliances 

Key  alliances  by  business  group  are  as  follows: 

Information  Services  Group  - Hewlett- 
Packard,  Kaiser  Associates,  Lotus,  Mercer 
Management  Consulting,  Microsoft,  Oracle, 
PeopleSoft,  Sun  Microsystems,  Tandem,  Siebel 
Systems 

Computer  Systems  Group  - Cadence,  Chorus 
Systems,  EMC,  Informix,  Intel,  Microsoft, 
Motorola,  Oracle,  Red  Brick,  Seagate,  Storage 
Technology 

Global  Customer  Services  Group  - Attachmate, 
Bay  Networks,  Cisco  Systems,  Microsoft, 
Motorola,  Novell,  Advanced  Logic  Research, 
Compaq 

Since  late  1995  and  the  beginning  of  1996, 
Unisys  has  annoimced  the  following  new 
alliances  for  specific  projects  and  services: 

December  1995 — Unisys  and  Five  Paces,  Inc. 
(Atlanta,  GA)  announced  an  agreement  to 
provide  integrated  solutions  enabling  banks  to 
reengineer  their  operations  to  fully  exploit  the 
resources  of  the  Internet  and  the  World  Wide 
Web. 

• Unisys  will  provide  a comprehensive  set  of 
business  analysis  and  planning,  systems 
integration,  and  training  services  that 
enable  clients  to  optimize  use  of  Five  Paces’ 
Virtual  Bank  Manager  software,  which 
allows  financial  institutions  to  conduct 
secure  on-line  banking  transactions  one  on 
one  with  their  customers  across  the 
Internet. 

• The  alliance  enables  banks  to  create  new 
Web-based  infrastructures  to  reach  new 
clients  and  cross-sell  to  existing  clients, 
while  retaining  their  brand  identity  and 
capitalizing  on  the  cost  savings  and 


transaction  security  advantages  afforded  by 
the  new  generation  of  on-line  banking. 

January  1996 — Unisys  and  Bellcore 
announced  an  alliance  that  will  integrate 
Bellcore’s  NetMavin  suite  of  Signaling  System 
7 (SS7)  link  monitoring  software  with  Unisys’ 
NIRIS,  a new  integrated  platform  for 
analyzing  information  captured  from  SS7 
communications  networks.  The  integrated 
system  is  designed  to  combat  phone  fraud  and 
provide  real-time  management  of  telephone 
network  performance. 

February  1996 — Unisys,  Mondex,  and  Keycorp 
signed  a strategic  agreement  to  develop, 
integrate,  and  market  retail  financial 
solutions  based  on  Unisys’  solution  services, 
its  K Series  card  readers,  and  merchant 
terminals,  and  Mondex  electronic  cash  system. 
The  K Series  personnel  terminals  and 
merchant  terminal,  provided  through  Unisys 
by  Keycorp,  allow  users  to  make  electronic 
pa3rments  using  a variety  of  stored-value  or 
“smart”  cards. 

March  1996 — New  T&T  Hong  Kong  Ltd.,  one 
of  the  three  new  fixed-line  telecommunications 
providers,  recently  licensed  to  operate  in  Hong 
Kong  as  part  of  the  local  telecommunications 
deregulation,  has  chosen  the  Unisys  NAP 
VoiceSource  value-added  services  platform  to 
provide  the  core  of  New  T&T’s  enhanced 
0ne20ne  messaging  services.  New  T&T  will 
use  NAP  VoiceSource  to  provide  its  customers 
with  call  answering,  voice  messaging,  fax 
answering,  audiotex,  and  a range  of  other 
value-added  services. 

May  1996 — Compaq  Latin  America,  a division 
of  Compaq  Computer  Corporation,  announced 
a regional  service  and  support  agreement  with 
Unisys  Global  Customer  Services  for  Latin 
America  and  the  Caribbean.  The  enterprise 
service  and  support  pact  with  Unisys  was 
effective  immediately,  with  roll-out  beginning 
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support  provider,  Unisys  is  responsible  for 
executing  Compaq-branded  service  and 
support  offerings,  and  Compaq’s  advanced 
enterprise-class  services  for  client/server 
environments. 

Competition 

Competition  for  Unisys  comes  from  many 
different  avenues,  since  the  company  provides 
hardware,  software,  maintenance,  and 
information  services  consulting  and 
professional  services.  A brief  list  of 
competitors,  by  business  group,  follows: 

Information  Services  Group — Andersen 
Consulting,  CAP  Gemini,  Computer  Sciences 
Corp.,  EDS,  IBM/ISSC,  SHL  Systemhouse, 
SCT,  SEMA 


Computer  Systems  Group — Bull,  Compaq, 

Dell,  Digital  Equipment,  Fujitsu/ICL,  Hewlett- 
Packard,  Hitachi,  IBM,  NCR,  NEC,  Olivetti, 
Siemens-Nixdorf,  Sun  Microsystems,  Tandem, 
Toshiba 

Global  Customer  Services  Group — 
DecisionOne,  Entex,  Digital  Equipment,  NCR, 
Vanstar,  Hewlett-Packard,  IBM 

INPUT  Assessment 

Unisys  appears  to  be  poised  for  growth  and 
expansion  of  services.  By  creating  the  new 
business  imits,  each  with  its  own  sales  and 
marketing  staff,  the  imits  are  able  to  focus  on 
their  individual  growth. 
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COMPANY  BRIEF 


Primary  Industry-Specific  Market:  Banking  and  Finance 


UNIPAC  Service  Corporation 

3015  South  Parker  Road 
Suite  400 
Aurora,  CO  80014 
(303)  696-9600 

CEO;  John  Kern,  President 
Subsidiary  of:  The  UNIPAC  Group 
Founded:  1976 

Employees;  300  ( 1 1 /85) 

Revenue  (FYE  12/31/85);  $20-25  million* 


The  Company:  Provides  student  loan  administration  services  to  banks  and 

educational  institutions 


Sources  of  Revenue: 

Processing/Network  Services  (100%) 

Key  Products: 

Processing/Network  Services 
• Remote  computing  services 

Target  Industries: 

Banking  and  finance 
Colleges  and  universities 

Geographic  Markets: 

- U.S.  ( 1 00%) 

Sales  Office:  Aurora  (CO) 

Other: 

The  UNIPAC  Group  is  owned  jointly  by  Union  Bank  and  Trust  Company  (Lincoln, 
NE)  and  Packers  Service  Group  (Omaha,  NE) 

UNIPAC  services  GSL,  FISL,  PLUS,  and  ALAS  loan  programs 
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COMPANY  HIGHLIGHT 


UNITED  COMPUTING  SYSTEMS,  INC. 
2525  Washington  Street 
Kansas  City,  MO  64108 
(816)  221-9700 


G.  Jack  Lorenz,  President 
Wholly-owned  subsidiary  of 
United  Telecommunications,  Ino. 
Total  employees:  620 
Total  operating  revenues,  fiscal 
year  end  12/31/76:  $33,600,000 


THE  COMPANY 


• United  Computing  Systems,  Inc.  (UCS)  was  formed  in  1967  when  United 
Telecommunications,  Inc.  acquired  Automated  Data  Service  Company, 

a small  remote  computing  and  data  base  management  services  vendor. 
United  Telecommunications  is  also  the  parent  company  of  the  United 
Telephone  Systems,  the  second  largest  independent  telephone  company 
in  the  nation  serving  3.3  million  U.S.  telephones. 

• UCS  currently  provides  remote  computing  services  to  2000  companies 
in  a variety  of  industries. 

• Revenues  in  1976  were  $33.6  million,  up  87%  from  1975  revenues  of 
$17.95  million  in  1975.  Net  earnings  for  the  same  period  rose  166% 
from  $902,000  to  $2.4  million. 

• UCS  620  employees  are  segmented  as  follows: 


Marketing  57% 

RCS  sales  & support  50 

Software  sales  & support  7 

Operations  and  R&D  26 

General  and  Administrative  8 

International  9 

100% 


• UCS  has  acquired  the  following  companies  to  facilitate  entering 
new  markets  and  increase  its  customer  base: 

Foresight  Systems,  Inc.,  Los  Angeles,  was  acquired  in  mid  1975. 

It  provides  professional  services  and  its  FORESIGHT  software 
products  to  clients  throughout  the  world. 

International  Timesharing  Corporation  (ITS),  Chaska,  Minnesota, 
was  acquired  in  late  1975.  With  1975  revenues  of  $5.3  million, 

ITS  supplied  28  cities  with  remote  computing  and  interactive 
processing  for  general  business  applications. 

Standard  Information  Systems,  Boston,  was  acquired  in  November 
1976  and  had  1975  revenues  of  $5^  million.  It  offers  interac- 
tive processing  via  CDC  3600  mainframes. 
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Infonational , San  Diego,  was  also  acquired  in  November  1976 
with  1975  revenues  of  approximately  $2  million.  It  markets 
software  products,  principally  a general  accounting  package. 

- London  University  Computing  Services,  Ltd.,  London,  was 

acquired  in  early  1977.  With  1976  revenues  of  approximately 
$1.5  million,  LUCS  offers  remote  computing  services  with 
engineering  and  scientific  applications  to  about  55  clients. 
It  has  CDC  6500  mainframes. 

- Cc,  CM78)  • 

• In  1976,  UCS  was  awarded  a Teleprocessing  Services  Procurement 
Program  (TSP)  classification  by  the  U.S.  Government.  This 
should  significantly  increase  the  company's  ability  to  penetrate 
the  Federal  market. 


KEY  PRODUCTS  AND  SERVICES 


• In  1976,  remote  computing  services  produced  approximately  97% 

of  revenues  with  software  product  sales  and  local  batch  processing 
providing  the  remainder.  By  FYE  1977  RCS  will  have  declined  to 
90%  of  revenues.  Remote  computing  includes  remote  batch,  inter- 
active, deferred  interactive,  and  remote  job  entry  processing. 

• UCS  offers  principally  data  management  services  although  specialized 
processing  is  also  available  over  APEX/SL  the  company's  national 
network.  Principal  products  include: 

FORESIGHT:  a business  planning  language  used  for  financial 

modeling  and  management  reports  added  when  UCS  acquired 
Foresight  Systems,  Inc.  FORESIGHT  is  one  of  25  software  products 
named  on  the  Datapro  honor  roll  for  1975. 

- IFM,  interactive  File  Manager:  a file  management  and  data 

base  system  which  can  handle  such  general  business  applications 
as  inventory  control,  personnel  management,  and  accounting  infor- 
mation systems. 

- DSM,  Distributed  S^torage  Management:  a service  designed  to 

reduce  the  cost  of  remote  computing  through  distributed  pro- 
cessing technology.  It  employs  intelligent  terminals,  mini- 
computers, large  computers,  and  customized  software.  It  is 
being  directed  at  the  smaller  business  marketplace. 

- FORETAX:  for  federal,  municipal,  state,  and  franchise  income 

tax  reporting,  planning,  and  consolidation,  and  ADR  guideline  asset 
depreciation  calculations.  This  product  was  also  added  through 
the  Foresight  Systems  acquisition. 

System  2000:  a data  base  management  system  developed  by  MRI 

Systems  Corporation  and  licensed  to  UCS. 
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• The  company's  library  of  approximately  400  programs  also  includes: 

IMSL:  a library  of  mathematical  and  statistical  routines 

LESS/TIME:  a project  scheduling  system  based  on  the  critical 

path  management  concept. 

SACM,  Surface  Approximation  and  Contour  Mapping  Program:  for 

analyzing  three-dimensional  surfaces,  reservoir  volumetric 
calculations  and  producing  contour  maps 
PROSE:  A calculus  derived  language. 

LSF:  Logically  Structured  FORTRAN 


APPLICATIONS : The  majority  of  applications  revenues  are  for  utility 

processing,  as  shown  in  the  following  distribution  of  revenues: 

• Utility  Processing  50% 

• Scientific  and  engineering,  such  as 

seismic  analysis.  25% 

• General  business  and  financial,  such  as 

income  tax  reporting,  inventory  control, 
personnel  management,  and  accounting 
information  systems.  13% 

• Specialty  12% 


INDUSTRY  MARKETS:  As  indicated  by  the  table  below,  revenues  are 

somewhat  concentrated  in  the  manufacturing  industry  and  telephone 
utilities  industries.  Approximately  6%,  or  $2.0  million,  of  1976 
sales  are  captive. 


Manufacturing  - discrete  & process  34% 
Utilities  26 

Wholesale  Distribution  8 

Banking/Finance  3 

Government  3 

Transportation  3 

Education  2 

Other  21 


100% 


-3- 

September  1977 

@ 1977  by  INPUT,  Menlo  Park,  CA.  94025.  Reproduction  Prohibited.  INPUT 


COMPANY  HIGHLIGHT/UNITED  COMPUTING  SYSTEMS,  INC. 


GEOGRAPHIC  MARKETS: 


• Almost  one-third  of  UCS  sales  are  from  the  Washington,  D.C.  area 
and  the  Northeast  and  New  England  states.  The  rest  is  fairly 
well  distributed  between  the  Southern  states,  the  North  Central 
and  northern  Midwest,  and  the  Mountain  and  Pacific  states. 

• UCS's  network  serves  130  cities  in  the  U.S.  and  Canada  with  branch 
offices  located  in  the  following  29  cities: 


Atlanta,  GA 

New  York,  NY 

Boston,  MA 

Oklahoma  City, 

OK 

Chicago,  IL 

Orange  County, 

CA 

Cleveland,  OH 

Palo  Alto,  CA 

Columbus,  OH 

Philadelphia, 

PA 

Dallas , TX 

Phoenix,  AZ 

Denver,  CO 

St.  Louis,  MO 

East  Orange,  NJ 

San  Francisco, 

CA 

Ft.  Wayne,  IN 

Santa  Ana,  CA 

Houston,  TX 

Seattle,  WA 

Kansas  City,  MO 

Tampa , FL 

Los  Angeles,  CA 

Tulsa,  OK 

Milwaukee , WI 

Washington,  DC 

New  Haven , CT 

Calgary  and  Alberta 

COMPUTER  HARDWARE  AND  SOFTWARE: 

• UCS  has  one  main  computer  center  in  Kansas  City  and  three  smaller 
centers  (added  through  acquisitions)  in  Chaska,  Minnesota;  Boston, 
Massachusetts;  and  London.  Each  of  the  smaller  centers  is 
currently  processing  its  own  clients;  in  the  long  term  future,  all 
will  be  consolidated  in  Kansas  City. 

• UCS  has  developed  its  own  operating  systems  for  the  equipment  in  its 
Kansas  City  data  centers.  The  data  center  equipment  includes: 


2 

CDC 

6600 

1 

CDC 

6500 

5 

CDC 

3600 

4 

CDC 

3300 

2 

CDC 

Cyber  174 

1 

CDC 

Cyber  175 

A Cray  Research  Cray  1 computer  has  been  ordered  and  installation  is 
expected  during  1978.  UCS  will  lease  the  mainframe. 
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• All  these  systems  are  interconnected  for  backup.  In  addition, 

UCS  has  a 700  kilowatt  uninterruptable  power  system  and  a dual 
power  feed  from  the  local  utility.  This  backup  system  was  tested 
during  K.C.'s  recent  deluge  - 19  inches  in  one  day  - which  caused 
massive  flooding.  UCS  maintained  uninterrupted  processing 
communication  capability  throughout  the  disaster. 

• The  network  consists  of  dial-up,  leased,  and  IN-WATS  lines  and 
regional  concentrators.  Interactive  users  access  the  leased 
lines;  remote  batch  users  access  IN-WATS. 
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UNITED  COMPUTING  SYSTEMS,  INC 
2525  Washington 
Kansas  City,  Missouri  64108 
(816)  221-9700 


G.  Jack  Lorenz,  President 
Subsidiary  of  United 
Tele-communications,  Inc. 


Total  Company  and  Computer  Services  Sales 
as  of  FY  ending  12/75:  $22,000,000 


NUMBER  OF  EMPLOYEES  engaged  in  computer  services:  500 

KEY  PRODUCTS /SERVICES:  UCS  provides  remote  computing  services 

almost  entirely.  They  represent  97%  of  sales  and  software  products 
represent  3%.  Key  products  include: 

• FORESIGHT:  a business  planning  language  used  for 

financial  modeling  and  management  reports.  This 
capability  was  added  in  mid-1975  when  UCS  acquired 
Foresight  Systems,  Inc.,  a Los  Angeles  based  applica- 
tion software  and  consulting  firm.  Foresight  is  one 
of  25  software  products  named  on  the  Datapro  honor 
roll  for  1975. 

• FORETAX:  for  federal,  municipal,  state,  and  franchise 

income  tax  reporting,  planning  and  consolidation  and 
ADR  guideline  asset  depreciation  calculations.  This 
product  was  also  added  through  the  Foresight  Systems 
acquisition. 

• IFM,  Interactive  File  Manager:  a file  management  and 

data  base  system  which  can  handle  such  applications  as 
inventory  control,  personnel  management  and  accounting 
information  systems. 

• DSM,  Distributed  Storage  Management:  a new  service 

designed  to  reduce  the  cost  of  remote  computing  through 
distributed  processing  technology.  It  employs  intelligent 
terminals,  minicomputers,  large  computers  and  customized 
software.  The  new  offering  is  being  directed  at  the 
smaller  business  marketplace. 

UCS's  additional  400  library  offerings  Include: 

• IMSL:  a library  of  mathematical  and  statistical  routines. 

• LESS/TIME:  a project  scheduling  system  based  on  the 
critical  path  management  concept. 

• SACM,  Surface  Approximation  and  Contour  Mapping  Program: 
for  analyzing  three-dimensional  surfaces,  reservoir 
volumetric  calculations  and  producing  contour  maps. 
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• 

PROSE:  A calculus  derived  language. 

• 

LSF:  Logically  structured  FORTRAN 

APPLICATIONS:  The  majority  of  applications  are  general  business 

oriented,  as  suggested  by  the  following  distribution  of  revenues 

• 

General  business,  such  as  income  tax 
reporting,  inventory  control,  personnel 
management,  accounting  information  systems. 

55% 

• 

Scientific  calculations,  such  as  seismic 
analysis . 

34% 

• 

Data  Base. 

11% 

INDUSTRY  MARKETS;  As  indicated  by  the  table  below,  distribution 
of  revenues  are  somewhat  concentrated  in  the  manufacturing  and 
telephone  utilities  industries.  Approximately  14%,  or  $3-1  million, 
of  1976  sales  are  captive. 


Manufacturing 

34.2% 

Utilities 

26.2% 

Retail  and  Wholesale  Distribution 

7.9% 

Banking/Finance 

3.4% 

Government 

2.9% 

Transportation 

2.8% 

Education 

1.6% 

Other 

21.0% 

Total 

100% 

GEOGRAPHIC  MARKETS:  Sales  are  distributed  by  U.S.  region  as  follows: 


Northeast 

22% 

Midwest 

18% 

North  Central 

15% 

South  Central 

14% 

Southeast 

12% 

Pacific  States 

12% 

West 

6% 

New  England 

1% 

Total 

100% 
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The  network  serves  92  cities  in  the  U.S.  and  Canada,  and  branch 
offices  are  located  in  the  following  30  cities: 


Atlanta,  CA 

New  York,  NY 

Boston,  MA 

Oklahoma  City, 

OK 

Chicago,  IL 

Orange  County, 

CA 

Cleveland,  OH 

Orlando , FL 

Columbus,  OH 

Palo  Alto,  CA 

Dallas,  TX 

Philadelphia, 

PA 

Denver,  TX 

Phoenix,  AZ 

East  Orange,  NJ 

San  Francisco, 

CA 

Ft.  Wayne,  IN 

Santa  Ana,  TX 

Ft.  Worth,  TX 

Seattle,  WA 

Houston,  TX 

St.  Louis,  MO 

Kansas  City,  MO 

Tampa , FL 

Los  Angeles,  CA 

Tulsa,  OK 

Milwaukee,  WI 

Washington,  DC 

New  Haven,  CT 

Calgary,  Alberta,  Canada 

COMPUTER  HARDWARE  AND  SOFTWARE:  UCS  has  developed  its  own  remote 

computing  software  for  its  data  center  equipment: 


2 

CDC 

6600 

Customized 

Software 

1 

CDC 

6500 

Customized 

Software 

2 

CDC 

3300 

Customized 

Software 

2 

CDC 

Cyber  174 

Customized 

Software 

1 

CDC 

Cyber  175 

Customized 

Software 

1 

Honeywell 

1648 

Customized 

Software 

1 

IBM 

360/65 

OS /RUSH 

OVERALL  ASSESSMENT  AND  TRENDS:  In  keeping  with  the  company's  objective 

to  specialize  future  growth  toward  proprietary  application  products 
and  specific  industries,  UCS  acquired  Foresight  Systems,  Inc.  in  mid— 

1975.  For  $14  million  in  stock  the  firm  has  acquired  International  Timesharing 
Corporation,  which  offers  business  applications  such  as  general  ledger 
packages,  securities  portfolio  analysis  systems,  cash  flow  analysis, 
long  range  planning,  new  venture  analysis  and  capital  budgeting.  ITS 
is  based  in  Chaska,  Minnesota,  where  its  customer  base  is  also  concen- 
trated. The  firm  uses  IBM  360  and  CDC  3300  computer  equipment. 


UCS  has  plans  to  replace  its  older  computers  with  Cyber  174  equipment 
this  year.  The  firm  has  recently  installed  regional  concentrators 
which  utilize  minicomputer  communications  processors  in  New  York  and 
Los  Angeles,  and  plans  to  add  several  more. 
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To  stress  safe  and  secure  services,  such  as  the  uninterruptible  power 
supply  back  up,  is  a fundamental  part  of  the  UCS  marketing  strategy. 
Sales  and  marketing  departments  constitute  61%  of  the  total  employees. 
Sales  for  1973  were  $12.7  million,  and  $15.7  million  for  1974.  They 
were  $17.9  million  for  1975  and  are  expected  to  reach  $22  million  this 
year.  Founded  in  1967,  the  firm  is  expanding  steadily  through  acquisi- 
tions and  internal  growth,  and  sales  should  double  by  1980. 
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UNITED  EDUCATION  & 
SOFTWARE  DATA  SYSTEMS 
GROUP 

3600  South  Minnesota  Avenue 
Sioux  Falls,  SD  57105 
(605)  339-3788 


Barry  Johnson,  General  Manager 
Division  of  United  Education  & Software, 
Inc. 

Total  Employees:  39 
Total  Revenue,  Fiscal  Year  End 
1/31/89:  $2,700,000 


The  Company  The  Data  Systems  Group  of  United  Education  & Software,  Inc. 

(UES)  currently  provides  application  software  products  to  private 
career  schools. 

• UES  is  a public  corporation  headquartered  in  Encino  (CA)  that 
operates  private  career  and  correspondence  schools  across  the 
U.S.  UES,  with  approximately  1,800  employees,  recorded 
revenue  from  continuing  operations  of  $81.1  million  for  fiscal 
1989. 

Effective  November  1,  1988,  the  Bank  of  America  acquired  the 
guaranteed  student  loan  processing  business  of  UES'  Data  Systems 
and  Services  Group. 

• The  transaction  was  part  of  an  agreement  that  settled  disputes 
with  California  Student  Loan  Finance  Corporation,  Bank  of 
America  as  trustee,  and  certain  letter  of  credit  banks  regarding 
UES'  servicing  of  guaranteed  student  loans  from  its  Costa  Mesa 
(CA)  data  center.  The  problems  were  related  to  the 
conversion,  in  October  1987,  of  software  used  in  the  data 
center,  compounded  by  rapidly  increasing  high-volume 
operations. 

• These  processing  services  generated  revenue  of  $9.2  million 
and  losses  from  operations  of  $815,000  for  fiscal  1989, 
compared  to  $10.3  million  in  revenue  and  $1.7  million  in 
operating  profit  for  fiscal  1988. 

• As  a result  of  the  sale,  UES  recorded  a loss  from  discontinued 
operations  of  over  $8.8  million  for  fiscal  1989. 

The  Data  Systems  Group's  revenue  from  continuing  operations 
reached  $2.7  million  for  fiscal  1989,  compared  to  approximately 
$2.3  million  for  fiscal  1988. 
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Key  Products  and 
Services 


Industry  Markets 


Geographic 

Markets 


One  hundred  percent  of  revenue  is  derived  from  application 
software  and  associated  support  services. 

UES  Data  Systems  Group's  software  products  for  educational 
administration  are  available  for  IBM  and  compatible  mid-range 
and  desktop  systems  and  include  the  following: 

• The  Director's  Assistant™  is  a school  administration 
management  system  with  over  200  installations  nationwide. 
Modules  include: 

- Admissions 

- Student  Records 

- Student  Billing 

- Placement 

- Needs  Analysis 

- Financial  Aid 

- Financial  Aid  General  Ledger 

- General  Ledger 

- Accounts  Payable 

- Accounts  Receivable 

- Payroll 

• The  Student  Loan  Management  System  administers  student 
loans  made  under  the  National  Direct  Student  Loan  program. 
There  are  currently  approximately  50  installations  of  the 
product. 

The  GLASSWARE  series  of  software  products  for 
microcomputers  provide  computer  literacy  training  within  specific 
career  paths,  including  travel,  computer-aided  drafting, 
medical/ dental,  data  entry,  accounting,  and  word  processing. 


One  hundred  percent  of  the  Data  Systems  Group's  revenue  is 
derived  from  private  career  schools. 


One  hundred  percent  of  the  Data  Systems  Group's  revenue  is 
derived  from  the  U.S.  The  group  has  software  installations  in  48 
U.S.  states. 

Sales  offices  are  located  in  Santa  Ana  (CA),  Union  Beach  (NJ), 
Dallas  (TX),  and  Sioux  Falls  (SD). 
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COMPANY  BRIEF 


Primary  Industry-Specific  Market:  Education 


United  Education  and  Software  Data  Systems 

15720  Ventura  Boulevard 
Suite  512 
Encino,  CA  91436 
(818)  907-6649 

CEO:  Aaron  Cohen,  President 
Public  Company:  OTC 
Founded:  1972 

Employees:  725  (12/86) 

Revenue  (FYE  1/31/86):  $22.8  million 

Computer  Services  Revenue  (FYE  1/31/86):  $6.8  million 


The  Company:  Computer  services  provided  include  processing  and  software  for 
educational  administration  and  classroom  training  and  administration 
of  Guaranteed  Student  Loans  (GSL)  and  National  Defense  Student 
Loans  (NDSL).  Seventy  percent  of  the  company's  revenue  is  derived 
from  the  operation  of  proprietary  career  schools  and  correspondence 
schools. 

Sources  of  Revenue: 

- Processing  Services  (20%) 

Application  Software  (10%) 

- Other  (70%) 

Key  Products  and  Services: 

Processing/Network  Services 

• Student  loan  processing 

Application  Software  Products  (Utilizes  Texas  Instruments,  IBM,  and  Sperry 

personal  computers  and  minicomputers) 

• School  administration  (ADMINS) 

• NDSL  student  loan  processing 

Target  Industries: 

Education  ( 1 00%) 

Geographic  Markets: 

- U.S.  (100%) 

- Sales  Offices:  Fort  Lauderdale  (FL)  and  Sioux  Falls  (SD) 
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COMPANY  HIGHLIGHT 


UNITED  INFORMATION  SERVICES, 
INC. 

5454  West  1 1 0th  Street 
Overland  Park,  KS  6621 1 
(913) 341-9161 


Arthur  B.  Sims,  President 
Subsidiary  of  United 
Telecommunications,  Inc. 

Total  Employees:  1,329 
Total  Revenue,  Fiscal  Year  End 
12/31/82:  $93,600,000  (restated) 
Noncaptive  Computer  Services  Revenue: 
$87,900,000 


THE  COMPANY 

• United  Telecommunications,  Inc.  entered  the  computer  services  business  in 
1 967  with  the  acquisition  of  United  Computing  Systems,  the  former  name  of 
what  is  now  United  Information  Services  (UlS).  Through  several  acquisitions 
(the  largest  being  On-Line  Systems),  UlS  has  evolved  from  a remote  comput- 
ing services  company  specializing  in  scientific  and  engineering  applications  to 
a full  services  vendor  in  selected  markets.  UlS  currently  provides  processing 
and  professional  services  and  markets  systems  software  products. 

• Until  recently  UlS  was  part  of  the  United  Telecom  Computer  Group,  an  organ- 
ization containing  UlS  and  two  other  subsidiaries: 

Information  Systems  of  America  (formerly  Insurance  Systems  of 
America),  which  markets  financial  applications  software  and  services. 

Megatek  Corporation,  a manufacturer  of  interactive  computer  graphics 
systems  and  device-independent  graphics  software  products. 

• At  the  end  of  October  1983  United  signed  an  agreement  in  principle  to  sell 
UlS  to  Control  Data  Corporation.  Details  of  the  offer  were  not  disclosed  nor 
should  it  be  considered  final  at  this  time. 

• United  reported  combined  revenue  of  $148.7  million  from  the  three  operations 
of  the  United  Telecom  Computer  Group  in  1982,  a decline  of  7%  from  1981 
revenue  of  $160.3  million.  For  the  second  year  in  a row,  net  income  showed 
losses  of  over  $1 1 million.  A five-year  financial  summary  follows: 
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UNITED  TELECOM  COMPUTER  GROUP 
FIVE-YEAR  FINANCIAL  SUMMARY  (RESTATED) 
($  thousands) 


' — "-~^__FISCAL  YEAR 
ITEM  — — 

1982 

1981 

1980 

1979 

1978 

Revenue 

. Percent  increase 
(decrease)  from 

$ 148,687 

$ 1 60,255 

$ 151,684 

$ 1 18,589 

$91,289 

previous  year 

(7%) 

6% 

28% 

30% 

31% 

Net  income  (loss) 

. Percent  increase 
(decrease)  from 

$ (1 1,056) 

$ (11,897) 

$ 4,226 

$ 6,431 

$ 6,694 

previous  year 

7% 

(382%) 

(34%) 

(4%) 

3% 

• Revenue  declines  in  processing  services  provided  by  UlS  were  attributed  to 
the  1982  economic  recession  and  reductions  of  processing  services  among  its 
petroleum  clients.  Decreased  revenue  from  ISA  was  caused  by  the  divestiture 
of  several  products  and  other  services.  Megatek  was  the  only  component  of 
the  Group  that  performed  well,  as  shown: 


1982 

($  millions) 

Increase 

(Decrease) 

1981 

($  millions) 

United  Information  Services 
(including  Business 
Information  Products) 

$ 98.7 

(18%) 

$ 1 20.5 

information  Systems  of  America 

16.2 

(33%) 

24.1 

Megatek  Corporation 
Total 

33.8 
$ 148.7 

1 15% 

15.7 
$ 160.3 

• As  reported  by  United,  UlS's  1982  revenue  was  $98.7  million,  which  included 
software  sales  from  the  Business  Information  Products  (BIP)  division.  In 
January  1983  BIP  was  merged  with  ISA.  For  comparison  purposes,  UlS's 
revenue  for  the  last  two  years,  without  BIP  sales,  is  estimated  as  follows: 


1982 

1981 

($  millions) 

($  millions) 

Noncaptive 

$87.9 

$1  10.3 

Captive 

5.7 

5.2 

Total 

$93.6 

$I  15.5 
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• Revenue  and  profit  losses  have  been  substantial.  UlS  Is  addressing  these 
Issues  by: 

Continuing  Its  acquisition  program  and  diversifying  Into  providing 
professional  services  and  marketing  systems  software  products. 

Eliminating  unprofitable  operations  In  general  business  processing  and 
some  of  Its  scientific  and  engineering  services. 

Introducing  a new  IBM  computer  service. 

Developing  micro-based  software  products  and  services  to  supplement 
Its  processing  services. 

• Since  1982  United  has  acquired  two  professional  services  organizations  and  a 
software  product  company  and  merged  them  with  UlS.  Details  of  the  acquisi- 
tions were  not  disclosed. 

The  Professional  Services  and  Software  Products  divisions  of  the 
United  Kingdom-based  Computer  Resources,  Ltd.  were  acquired  In 
March  1982. 

International  Data  Base  Systems,  Inc.  (IDBS),  the  Philadelphia-based 
developer  of  the  SEED  data  base  management  system,  was  acquired  In 
September  1982.  The  company  has  been  renamed  SEED  Software  and 
operates  as  a division  of  UlS. 

In  August  1983  the  Vancouver,  Toronto,  and  Calgary  offices  of  the 
Consulting  Division  of  Quasar  Systems,  Ltd.,  one  of  Canada's  largest 
consulting  and  software  firms,  were  acquired. 

• Major  competitors  of  UlS's  processing  services  are  Boeing  Computer  Services, 
Control  Data's  CYBERNET,  GEISCO,  IBM  Information  Network,  D&B 
Computing  Services  (NCSS),  Comshare,  Tymshare,  and  ADP  Network 
Services.  The  SEED  data  base  management  system  competes  with  products 
from  CIncom,  ORACLE,  and  System  1020. 

KEY  PRODUCTS  AND  SERVICES 

• Of  UlS's  restated  1982  noncaptive  revenue  estimate  of  $87.9  million,  approxi- 
mately 92%  came  from  processing  services,  k%  from  professional  services, 
and  4%  from  software  sales  of  the  SEED  products.  Foreign  revenue  accounted 
for  $14.9  million  In  1982,  or  17%  of  the  $87.9  million.  This  declined  15%  from 
1981  foreign  revenue  of  $17.4  million. 

• UlS  provides  Interactive  and  remote  batch  processing  services  for  clients  In 
the  U.S.,  Canada,  and  Western  Europe.  Leading  products  on  the  networks  are 
those  that  address  data  management  problems,  financial  planning,  and  engi- 
neering/scientific applications. 
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• Four  processing  services  options  ore  offered  by  UlS. 

The  APEX  Service,  using  CDC  CYBERs,  offers  a range  of  scientific 
and  engineering  applications  for  structural  analysis,  piping,  chemical 
processing,  petroleum,  electronics,  project  management,  and  graphics. 

The  SUPRA  Service  is  offered  on  a CRAY- IS  for  structural  analysis, 
piping,  electronics,  nuclear  energy,  and  petroleum  applications.  In 
1983  UlS  doubled  the  CRAY  memory  from  one  million  to  two  million 
words  and  introduced  a new  reduced-price  batch  service. 

The  DEC- 10  Service  (formerly  On-Line  Systems)  provides  applications 
for  project  management,  financial  planning,  mathematical,  statistical, 
and  telecommunications. 

The  CENTRA  Service,  introduced  in  August  1983,  offers  statistical, 
financial  planning,  graphics,  and  general  data  management  applications 
on  twin  IBM  3083s,  using  both  MVS  and  VM  operating  systems. 
CENTRA  allows  users  direct  access  to  the  CRAY  SUPRA  Service. 
Targeted  users  of  the  new  service  are  data  processing  managers,  engi- 
neers, and  business  professionals. 

• A network  profile  of  the  scientific  and  engineering  applications  offered  on 
UlS's  APEX  and  SUPRA  Services  is  presented  in  Exhibit  A.  A similar  chart  of 
business  and  general  applications  offered  on  the  CENTRA  and  DEC- 10  Ser- 
vices is  presented  in  Exhibit  B. 

• 1982  processing  revenue  by  application  type  was: 


General  applications 

50% 

Sc  ient  i fi  c/eng  i neer  i ng 

30 

Utility  services 

20 

100% 

• Recent  announcements  of  agreements  and  new  products  offered  by  UlS 
include  the  following: 

. OEM  agreements  were  signed  with  Texas  Instruments  and  IBM  to 
package  and  sell  Tl  and  IBM  personal  computers  with  UlS  infor- 
mation services.  Current  and  future  micro  developments 
include  applications  for  business  and  engineering/scientific 
markets.  The  new  micro  products  will  be  available  in  the  first 
quarter  of  1 984. 

. Two  new  graphics  packages,  UNICHART^*^  and  CUECHART, 
were  introduce  for  the  APEX  and  CENTRA  Services. 

. "The  Power  Package,"  a library  of  applications  for  nuclear 
energy,  was  announced  for  use  on  the  CRAY  SUPRA  Service. 
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EXHIBIT  A 

UlS  NETWORK  PROFILE 
APEX  AND  SUPRA  SERVICES 


APEX  SERVICE 

APPLICATION  AREA/PRODUCT  NAME 

• 

Operating  Environment 

- 1CDC  CYBER  730 

- 1CDC  CYBER  174 

- 2 CDC  CYBER  175s 

- 1 CDC  CYBER  176 

• 

Programming  Languages 

- APL 

COMPASS 

- BASIC 

FORTRAN 

- COBOL 

PASCAL 

• 

Data  Management 

- IFM 

SYSTEM  2000 

- INFORM 

- SEED 

TOTAL 

• 

Project  Management 

- EXPERT 

TIMETABLE 

• 

Financial  Planning 
- FORESIGHT 

• 

Graphics 

- CPS-1 

UNICHART 

- DISSPLA 

UNIDRAW 

- PLOT  REQUEST  - 

- TEMPLATE 

UNIGRAF 

• 

Structural  Analysis 

- KSHELL 

SACS 

- MSC/NASTRAN  - 

SPSTRESS 

- NISA 

STARDYNE 

- RANDOM 

TMG 

• 

Petro  Engineering 

- Garrett  Computing  Programs 

- INPROP 

TCON 

- INSPEC 

TGAS 

- M-TRAN 

TPFLOW 

- PEPEELO 

WELLFLO 

• 

Numerous  other  routines  for: 

- Piping 

- Chemical  Processing 

- Electronics 

- Engineering 

- Telecommunications 

SUPRA  SERVICE 

APPLICATION  AREA/PRODUCT  NAME 

• 

Operating  Environment 

- 1 CRAY-1  Model  S/2000 

• 

Programming  Languages 

- CRAY  EORTRAN 

- CRAY  Assembly  Language  (CAL) 

• 

Graphics 

- DISSPLA 

RMSHIGH 

• 

Structural  Analysis 

- ADINA 

NISA 

- ARGUS 

PHOENIX 

- ANSYS 

PISCES 

- CLASSI 

RANDOM 

- EAL 

SAP  6 

- FLUSH 

SPACE  4 

- MAGNA 

STARDYNE 

- MSC/NASTRAN 

TMG 

• 

Piping 

- DRCPIPE 

PIPESUP 

- NUPIPE 

P1PLIN3 

- PIPESD 

SYMFLEX  2 

• 

Electronics 

- HSPICE 

SEDAN 

- NEMOS 

SUPREME 

- NCA/DVS  (VDRC,  VERC,  EMDP,  NCC,  EPC) 

• 

Nuclear  Energy 

- Consequence  Analysis 

- Fuel  Management 

- Operations  Support 

- Probabilistic  Risk  Assessment 

- Radiation  and  Shielding 

- Reactor  Physics 

- Safety  Reactor  Analysis 

• 

Petroleum 

- INTERCOMP  Resource  Library: 

. BETA  II 

HCOMP 

. COMP  1 I/PVT 

THERM 
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EXHIBIT  B 

UlS  NETWORK  PROFILE 
CENTRA  AND  DEC-10  SERVICES 


CENTRA  SERVICE 

APPLICATION  AREA/PRODUCT  NAME 

• Operating  Environment 

- 2 IBM  3083  Bs,  VM  and  MVS 

• Programming  Languages 

- ASSEMBLER  F&H 

- COBOL  INTERACTIVE  DEBUG 

- FORTRAN  G1 

- FORTRAN  H 

- FORTRAN  INTERACTIVE  DEBUG 

- OS/VS  COBOL 

- OS/VS  RPG  II  (MVS  ONLY) 

- PASCAL/VS 

- PL/1  CHECKOUT 

- PL/1  OPTIMIZING 

- VSAPL 

- VS  BASIC 

- VS  FORTRAN 

• Data  Management 

- EASYTRIEVE 

- SEED 

- SYSTEM  2000 

• Graphics 

- CUECHART 

- DISSPLA(VM  ONLY) 

- TEL-A-GRAF 

- TEMPLATE 

• Mathematical/Statistical 

- BMDP 

- CSMPIII 

- GPSSV 

- MPSIII 

- SAS 

- SAS/ETS 

- SAS/GRAPH 

- SPSS 

• Financial  Planning 

- FORESIGHT 


DEC-10  SERVICE 

APPLICATION  AREA/PRODUCT  NAME 

• Operating  Environment 

- 2 DEC  system-1  Os 

- 2NASAS/6S 

• Programming  Languages 

- APL 

- BASIC 

- COBOL 

- FORTRAN 

- MACRO-10 

- SPL 

• Data  Management 

- OLIVER 

• Project  Management 

- OSCAR 

. CPM  Scheduling 
. Resource  Constrained  Scheduling 
. Bar  Chart/Diagram  Plots 

• Financial  Planning 

- FORESIGHT 

• Mathematical/Statistical 

- SAS 

- SPSS 

• Graphics 

- GDS 

- TEMPLATE 

• Telecommunications 

- ONE-CALL 

- COMMTRACK 

• Electronic  Mail 

- UNIMAIL 

• Cash  Management 

- Treasury  Control  System 
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Computational  analysis  in  areas  of  reactor  physics,  safety 
analysis,  thermal  hydraulics,  radiation  and  shielding,  probabil- 
istic risk  assessment,  fuel  management,  and  operational  support 
are  available. 

UNI  MAIL®  , an  electronic  message  system,  was  announced  for 
the  DEC- 10  Service. 

. COMMTRACK,  a telephone  tracking  system  launched  in  1982 
and  available  on  the  DEC-10  Service,  has  moved  from  call 
accounting  to  include  customer  usage  studies  and  local  measured 
service  for  small  telephone  companies.  COMMTRACK  also 
provides  tariff  and  rate  modeling. 

. For  engineering  clients,  UlS  has  added  TEGAS-5  to  its  library  of 
electronics  software  available  on  the  APEX  Service. 

. An  enhanced  version  of  OSCAR,  one  of  the  leading  project 
management  systems,  was  released  in  the  past  year  and  is 
available  on  the  DEC- 10  Service.  OSCAR  integrates  scheduling, 
costing,  forecasting,  and  reporting  functions  and  is  used  exten- 
sively by  engineering,  communications,  and  utilities  clients. 

• Professional  services,  accounting  for  an  estimated  4%  of  UlS's  1982  revenue, 
are  offered  in  the  U.S.,  Canada,  and  Western  Europe.  Capabilities  include 
consulting,  application  system  analysis  and  design,  custom/contract  program- 
ming, training,  and  maintenance.  UlS  renewed  its  emphasis  on  the  profes- 
sional services  marketplace  about  two  years  ago,  and  since  that  time  it  has 
significantly  expanded  U.S.-based  capabilities  and  enhanced  international 
capabilities  through  acquisition. 

In  addition  to  selling  general  professional  services,  UlS  has  combined 
some  specific  software  applications  modules  already  developed  with 
customized  services,  to  market  as  a package.  Examples  of  these 
follow; 


The  Treasury  Control  System  (TCS)  consists  of  treasury  manage- 
ment software  (formerly  only  available  as  part  of  Dynacash)  and 
customized  design  services  for  treasury  control  problems  unique 
to  multisubsidiary  corporations.  Based  on  a core  of  sophisti- 
cated applications  modules,  TCS  integrates  the  treasury 
management  function.  Core  modules  address  asset  manage- 
ment, debt  management,  bank  relationship  management, 
treasury  administration,  intratreasury  subsidiary  management, 
cash  forecasting,  and  bank  balance  consolidations.  The  modules 
are  combined  with  a UlS  customized  treasury  automation 
requirements  study,  system  design  and  implementation,  as  well 
as  training  and  ongoing  implementation. 
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. The  order  services  solution  for  order  processing  and  inventory 
control  consists  of  a remote  computing  solution  that  is  custom- 
ized, tested,  and  implemented  to  individual  organizational 
requirements.  Data  entry,  processing  of  invoices,  control  and 
management  of  inventory,  purchase  tracking  and  control,  and 
improved  customer  service  reporting  are  some  of  the 
modules/areas  of  professional  expertise. 

• UlS's  software  product  revenue  from  SEED  Software  accounted  for  an  esti- 
mated 4%  of  sales  in  1982.  SEED,  a comprehensive,  dictionary-driven  data 
base  management  system,  has  been  marketed  since  1 977. 

Associated  products  available  with  SEED  are: 

. KERNEL,  a data  description  and  data  manipulation  language. 

. GARDEN,  a data  manipulation  language  that  allows  a user  to 
produce  menu-based  data  entry  and  retrieval  applications. 

. VISTA,  a screen  formatter  and  editor  that  allows  a user  to 
produce  menu-based  data  entry  and  retrieval  applications. 

. SPROUT,  a batch  processor  for  loading  or  unloading  the  data 
base. 

. HARVEST,  an  easy-to-use  query  language  that  provides  a rela- 
tional-like  interface  to  a SEED  data  base. 

. RAINBOW,  a color  graphics  facility  that  automatically  selects 
the  best  format  for  displaying  the  output  of  a HARVEST  query. 

. BLOOM,  a nonprocedural  report  writer  that  produces  detailed 
output  with  just  a few  simple  instructions. 

Applications  in  which  SEED  is  currently  being  used  include  corporate 
planning,  process  control,  general  ledger,  bill  of  material,  investment 
portfolio  management,  and  scientific  data  collection. 

SEED  software  runs  on  a range  of  minicomputers  and  mainframes 
including  DEC,  Prime,  IBM,  Perkin-Elmer,  and  Gould  CSD  machines.  A 
microcomputer  version  is  available  for  the  IBM  Personal  Computer  and 
compatible  machines. 

There  are  over  ISO  installations  of  the  SEED  products.  Price  of  the 
mainframe  versions  of  SEED  range  from  $15,000  to  $95,000.  An 
average  system  sells  for  about  $50,000.  System  prices  include  all  of 
the  associated  products.  The  micro  version  sells  for  $1,500  per  copy  in 
quantities  of  10  or  more. 

INDUSTRY  MARKETS 

• Major  industry  markets  for  UlS  come  from  process  manufacturing  (petroleum), 
nuclear  energy  (utilities  and  R&D  firms),  insurance,  manufacturing,  distribu- 
tion, and  scientific/engineering  organizations  in  government  and  industry. 
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GEOGRAPHIC  MARKETS 

• Approximately  83%  ($73  million)  of  UlS's  1982  noncaptive  computer  services 
revenue  was  derived  from  the  U.S.,  and  17%  ($14.9  million)  was  derived  from 
international  sources. 

• UlS  offices  are  maintained  in  32  U.S.  locations  in  Atlanta,  Boston,  Charlotte, 
Chicago,  Cleveland,  Columbus,  Dallas,  Dayton,  Denver,  Detroit,  Houston, 
Kansas  City,  Los  Angeles,  Milwaukee,  Minneapolis,  New  Jersey,  New  York, 
Oklahoma  City,  Orlando,  Philadelphia,  Pittsburgh,  Raleigh,  Rochester,  San 
Francisco,  Santa  Clara,  Seattle,  $t.  Louis,  Tampa,  Tulsa,  and  Washington, 
D.C. 


• International  offices  are  located  in: 

Toronto,  Calgary,  and  Vancouver  (Canada). 

Coventry,  Epsom,  Leeds,  London,  Swindon,  and  Warrington  (United 
Kingdom). 

COMPUTER  HARDWARE  AND  SOFTWARE 

• Processing  centers  operated  by  UlS  are  in: 

Kansas  City. 

I CDC  CYBER  730. 

1 CDC  CYBER  174. 

2 CDC  CYBER  175s. 

I CDC  CYBER  176. 

1 CRAY- 1 Model  S/2000. 

2 IBM  3083s. 

Pittsburgh. 

. 2 DECsystem-IOs. 

2 NAS  AS/6s. 

Boston. 

4 CDC  3600s. 

London. 

. 3 Xerox  Sigma  9s. 

• UlS  uses  the  UNINET  packet-switching  communications  service.  Network 
services  are  available  to  200  international  cities. 
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COMPANY  HIGHLIGHT 


UNITED  INFORMATION  SYSTEMS  GROUP  G.  Jack  Lorenz,  President 
2525  Washington  Street  Subsidiary  of  United 

Kansas  City,  MO  64108  Telecommunications,  Inc. 

(816)  221-9700  Total  Employees:  1,910 

Revenues,  Fiscal  Year  End  12/31/79: 
$138,446,000 


THE  COMPANY 

• The  oldest  member  of  the  United  Information  Systems  Group  is  United 
Computing  Systems  (UCS),  formed  in  1967  by  its  parent.  United  Telecom- 
munications, Inc.  United  Telecommunications  is  also  the  parent  company  of 
United  Telephone  Systems,  the  second  largest  independent  (non-Bell)  telephone 
company  in  the  nation. 

• In  March  1980,  United  Telecommunications  formed  the  United  Information 

Systems  (UlS)  Group  from  UCS  and  other  recently  acquired  computer  services 
firms.  The  change  in  name  coincided  with  United  Telecommunication's 
announcement  of  its  intention  to  make  a major  commitment  to  support  its 
non-telephone  subsidiary  operations:  UlS  and  the  newly  formed  United 

Communications  Systems  Group.  Communications  Systems  was  formed  to 
direct  competitive  telecommunication  services  and  distribution  activities. 

• Since  1967,  United  Telecommunications  has  acquired  nine  companies  to  build 
its  computer  services  organization.  Several  major  acquisitions  completed 
during  the  last  two  years  have  increased  UlS's  revenues  significantly: 

Calma  Company  of  Sunnyvale  (CA)  was  acquired  in  September  1978. 
Calma  reported  revenues  of  approximately  $17  million  at  the  end  of 
1977.  The  company  was  acquired  for  881,490  shares  of  United 
Telecommunications  stock,  a value  of  approximately  $17  million. 

On-Line  Systems,  Inc.,  Pittsburgh  (PA)  was  acquired  in  November  1979. 
On-Line  reported  revenues  of  $29,249,683  and  net  earnings  of 
$2,188,501,  or  $1.60  per  share,  for  FY  ended  April  30,  1979.  United 
Telecommunications  acquired  On-Line  for  approximately  1.72  million 
shares  of  common  sfock,  valued  at  about  $35  million. 

Utility  Data  Management  Services  (UDMS),  a former  division  of  Itel, 
was  acquired  in  January  1980.  Utility  Data,  with  revenues  of  $12.5 
million  in  1978,  provides  scientific  and  engineering  processing  services. 
UDMS  was  acquired  in  a purchase  transaction  valued  at  approximately 
$12  million. 
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• The  majority  of  United's  acquisitions  have  been  accounted  for  on  a pooling  of 
interest  basis.  As  such,  the  company's  financial  statements  are  constantly 
being  restated.  United's  acquisition  strategy  has  placed  UlS  in  a leading 
position  as  a major  supplier  of  computer  services  within  a relatively  short 
time. 

In  1967,  UCS  reported  revenues  of  $0.7  million.  By  1979,  revenues  had 
reached  $138.4  million,  reflecting  an  average  compounded  growth  rate 
of  55%  per  year  during  a 12  year  period. 

With  the  inclusion  of  Utility  Data  Management  Services'  revenues  and 
growth  in  other  divisional  activitives,  INPUT  estimates  UlS's  revenues 
will  be  over  $180  million  by  the  end  of  1980. 

• A five  year  summary  of  UlS  revenues  follows: 


UlS 

FIVE  YEAR  FINANCIAL  SUMMARY  (RESTATED) 
($  Thousands) 


' ■ — .^^^,FISCAL  YEAR 

ITEM 

1979 

1978 

1977 

1976 

1975 

Total  Revenue 
• Percent  increase 

$138,446 

$103,397 

$ 77,249 

$ 59,040 

$ 46,455 

from  previous  year 

34% 

34% 

31% 

27% 

36% 

Net  Income 
• Percent  increase 

$ 7,662 

$ 7,156 

$ 7,627 

$ 4,452 

$ 1,199 

(decrease)  from 
previous  year 

7% 

(6%) 

71% 

271% 

(23%) 

• United  Information  Systems  Group  consists  of  five  operating  companies. 


United  Computing  Systems  is  organized  into  three  divisional  activities: 

. Network  Information  Services  (NIS),  responsible  for  sales  and 
marketing  of  remote  computing  services  in  North  America. 

. Business  Information  Products  develops  and  markets  accounting, 
financial,  and  management  control  software  products. 

. Utility  Data  Management  Systems  provides  scientific  and 
engineering  remote  computing  services. 

On-Line  Systems  provides  general  purpose  remote  computing  and  batch 
processing  (primarily  file  management  and  reporting)  to  commercial 
and  government  clients.  The  acquisition  of  On-Line  Systems  provides 
UlS  customers  with  more  general  business  applications  than  are 
provided  by  the  NIS  Division. 
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United  Computing  International  coordinates  all  international  business 
outside  North  America,  including  London  United  Computing  Systems 
(formerly  London  University  Computing  Services)  and  the  international 
business  of  On-Line  Systems. 

UNINET  provides  networking  services  to  all  UlS  operating  companies, 
both  domestic  and  international.  Over  200  cities  across  the  U.S., 
Canada,  and  Europe  are  provided  with  toll  free  access  to  its  data 
centers. 

Calma  is  a leading  supplier  of  computer  design  and  computer  aided 
manufacturing  (CAD/CAM)  turnkey  systems  for  printed  and  integrated 
circuit  design,  mechanical  design,  drafting,  and  mapping. 

• UlS's  1 ,9  10  employees  (as  of  July  31,1 979)  were  segmented  as  follows: 


- 

Marketing  sales  and  technical  support 

51% 

- 

Computer  operations/R&D 

39 

General  and  administrative 

10 

100% 

KEY  PRODUCTS  AND  SERVICES 

• INPUT  estimates  UlS  derived  67%  of  its  1979  revenues  from  processing 
services,  30%  from  graphic  turnkey  systems,  and  3%  from  software  products. 
Less  than  2%  of  UlS's  revenues  were  derived  from  its  parent  organization. 

• UCS's  Network  Information  Services  (NIS)  Division  provides  remote  computing 
services  to  over  2,000  companies  in  a variety  of  industries.  A profile  of  the 
services  provided  by  this  NIS  Division  follows: 


Percent  Contribution  To 
Total  Revenue 


Computer  Services 

. Remote  Computing  99% 

. Professional  Services  [_ 

100% 


Type  of  Remote  Computing 
. Interactive  76% 

. Remote  Batch  24 


100% 

Applications  Used  on  the  Network 
. Scientific  and  Engineering  60% 

. Utility  30 

. General  Business  10 


100% 
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The  principal  NIS  product  is  APEX,  the  timesharing  operating  environ- 
ment of  UCS's  network.  Two  complexes  of  CDC  computers  and  a 
CRAY- 1 computer  can  be  accessed  from  200  cities  in  the  U.S.,  Canada, 
and  Europe.  Remote  batch  services  are  available  throughout  the 
country  via  inbound  WATS  and  regional  concentrators. 

The  APEX  system  library  contains  over  400  programs  for  generalized 
computing.  A profile  of  the  major  applications  offered  on  the  NIS 
network  is  presented  in  Exhibit  A. 

Major  products  used  on  the  NIS  network  include: 

. FORESIGHT,  a business  planning  language  used  for  financial 
modeling  and  management  reports.  It  was  developed  by  Fore- 
sight Systems,  Inc.,  a UlS  subsidiary. 

. Engineering  and  Scientific  applications  emphasized  are  struc- 
tural analysis  (ANSYS,  NASTRAN,  GIFTS,  SPACE  4,  MARC)  and 
pipe  flexibility  programs  (AUTOFLEX,  DYNAFLEX,  TRIFLEX, 
ADLPIPE).  Other  specialty  products  used  are: 

SACM,  a program  for  analyzing  three-dimensional 
surfaces  and  producing  contour  maps. 

CHEMSHARE,  a collection  of  programs  for  the  design  and 
simulation  of  refineries. 

ECUBE,  an  energy  analysis  program  from  the  American 
Gas  Association. 

POGOS  (Power  Generation  and  Optimization  System),  a 
problem  oriented  language  that  simulates  the  thermal 
operating  characteristics  of  a complete  steam  turbine 
power  plant  cycle  by  using  commands  that  describe  key 
hardware  components  and  operating  conditions. 

• UCS's  Business  Information  Products  (BIP)  Division  is  a consolidation  of  two 
previous  acquisitions:  Foresight  Systems,  Inc.,  and  Infonational,  Inc.  BIP 

markets  and  supports  three  principal  products: 

FORESIGHT,  the  business  planning  language  previously  described. 

FORETAX,  designed  for  federal,  state,  municipal,  and  franchise  income 
tax  reporting,  planning  and  consolidation,  and  ADR  guidelines  for  asset 
depreciation  calculations. 

INFONATIONAL,  a system  of  general  ledger,  accounts  receivable, 
accounts  payable,  and  fixed  assets,  developed  by  Infonational,  Inc. 
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EXHIBIT  A 

UCS  - NIS  DIVISION 
NETWORK  PROFILE 


APPLICATION  AREA/PRODUCT  NAME 


• OPERATING  ENVIRONMENT 

- CDC  CYBER  170,  6600  (APEX/SCOPE) 

- CRAY-1  (COS) 

• PROGRAMMING  LANGUAGE  SUPPORTED 

- APL 

- BASIC 

- COBOL 

- COMPASS 

- FORTRAN 

- PASCAL 

- SUPER  BASIC 

- SUPER  FORTRAN 

• DATA  MANAGEMENT  SOFTWARE 

- INTERACTIVE  FILE  MANAGER  (IFM) 

- INFORM 

- SEED 

- SYSTEM  2000 

- TOTAL 

• GRAPHICS 

- UNIGRAPH 

- DISSPLA 

- CALMAGRAPHIC  INTERACTIVE  (CGI) 

• PROJECT  MANAGEMENT 

- TOPMAN  (TRACKING) 

- LESTIME  AND  TIMETABLE  (CPM) 

• FINANCIAL  APPLICATIONS/TOOLS 

- MANAGE  (PORTFOLIO  MANAGEMENT) 

- FORESIGHT  (FINANCIAL  ANALYSIS) 

• DATABASES 

- CENSUS 

- COMPUSTAT 

- TELSTAT  (SECURITY  PRICING) 

- INSIGHT  (ECONOMETRIC  DATA) 


APPLICATION  AREA/PRODUCT  NAME 


• STRUCTURAL  ANALYSIS 

- ANSYS 

- NASTRAN 

- GIFTS 

- SPACE  4 

- MARC 

• MATHEMATICAL/STATISTICAL 

- IMSL  LIBRARY 

- SPSS 

- PROSE  (CALCULUS  LANGUAGE) 

- ALPS  (LINEAR  PROGRAMMING) 

- UN  I ST  AT 

• KEY  SCIENTIFIC  AND  ENGINEERING 
PRODUCTS 

- COMPACT  (CIRCUIT  DESIGN) 

- PIPING  ANALYSIS  (AUTOFLEX, 
DYNAFLEX,  TRIFLEX,  ADLPIPE) 

- SACM  (MAPPING) 

- CHEMSHARE  (REFINERY  SIMULATION) 

- ECUBE  (ENERGY  ANALYSIS) 

- POGOS  (POWER  PLANT  SIMULATION) 

• ENGINEERING  (NUMEROUS  PROGRAMS) 

- CIVIL 

- MECHANICAL 

- ELECTRICAL 

- CHEMICAL 

- PETROLEUM 

- ENERGY 

- COMMUNICATIONS 

- MARINE 

- NUMERICAL  CONTROL 

• TELEPHONE  ENGINEERING 

- AIMS 

- DACCS 

- DIMS 

- FACT 

- MORE 

- VUSET 


5 of  13 
March  I960 


© I960  by  INPUT,  Palo  Alto,  CA  94303.  Reproduction  Prohibited. 


INPUT 


COMPANY  HIGHLIGHT/UNITED  INFORMATION  SYSTEMS  GROUP 


As  of  December  1979,  the  installed  base  of  the  three  software  products 
was; 


Number  of 

Installations 

FORETAX 

58 

FORESIGHT 

196 

INFONATIONAL 

973 

• The  newly  acquired  division  from  Itel,  Utility  Data  Management  Services 
(UDMS),  offers  scientific  and  engineering  remote  computing  services  from  its 
headquarters  in  Dallas  and  from  a data  center  in  Chicago.  Business  appli- 
cation RCS  services  are  provided  on  an  Itel  AS-6  located  in  Metuchen  (NJ). 
The  majority  of  UDMS's  computer  time  is  sold  on  a bulk  basis. 

Since  the  acquisition  of  UDMS,  United  has  assigned  management 
responsibility  for  the  Metuchen  (NJ)  data  center  to  On-Line  Systems. 

• On-Line  Systems  (OLS)  was  acquired  by  United  Telecommunications  in 
November  1979.  Prior  to  the  acquisition,  OLS  was  a publicly  held,  inter- 
national computer  services  firm. 

At  its  fiscal  year  ended  April  30,  1979,  OLS  reported  revenues  of 
$29,249,683  and  net  income  of  $2,188,501.  Revenues  increased  29% 
over  I978's  $22,618,507,  and  net  income  showed  a gain  of  33%  from 
$1,643,676. 

. Management  attributes  $3.1  million  of  the  increase  in  revenues 
of  $6.6  million  to  a gain  in  commercial  and  government  revenues 
in  North  America.  The  remaining  growth  of  $3.5  million  was 
derived  from  its  European  operations,  primarily  from  the 
accelerated  growth  of  Atkins  On-Line. 

. Approximately  31%  of  OLS's  FY  1979  revenues  were  derived 
from  international  operations. 

OLS  expected  FY  1980  profits  to  be  down  due  to  the  loss  of  a large 
contract  with  the  Department  of  HEW.  This  contract  contributed  about 
$5.3  million  to  OLS  revenues  in  FY  1979. 

Subsidiary  operations  of  OLS  consist  of; 

. OLS  Computer  Services  Canada,  Ltd.  and  On-Line  Computer 
Services  Holding  (U.K.),  Ltd.;  registered  companies  in  Canada 
and  the  United  Kingdom  which  provide  remote  computing 
services. 

. Atkins  On-Line  Limited;  acquired  by  OLS  in  1977,  Atkins 
provides  remote  computing  and  consulting  services  in  the  U.K. 
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and  continental  Europe.  Atkins  has  recently  been  merged  into 
the  United  Computing  International  Division. 

. OLS  One-Call  Systems,  Inc.:  located  in  Pittsburg,  PA,  One-Call 
offers  On-CALL,  a notification  system  which  processes  contrac- 
tors' underground  location  requests,  and  advises  member  utilities 
and  municipalities  having  underground  facilities  in  an  excavation 
area. 

. Dynabank  Corporation,  Atlanta,  GA:  acquired  by  OLS  in  April 

1979  for  $446,829  in  cash.  Dynabank  provides  financial  data 
services  to  approximately  250  banks  and  corporations. 

OLS  and  its  subsidiary  operations  provide  interactive,  remote  batch, 

batch,  and  distributed  data  processing  services. 

. In  January  1979,  OLS  announced  a distributed  data  processing 
capability.  Called  OUTLINE/ 1,  the  system  combines  a Datapoint 
intelligent  terminal,  applications  software  facilities,  and  a file 
transfer  program.  OUTLINE/ 1 functions  as  a self-contained 
intelligent  data  entry  and  optional  printing  station  with  com- 
munications capabilities.  It  allows  users  to  do  data  entry  locally 
and  is  capable  of  validating,  editing,  and  performing  local  file 
manipulation.  The  system  can  be  purchased  for  $5,950  or  leased 
for  $295  per  month  on  a one-year  lease  arrangement. 

OLS's  program  library  consists  of  over  800  applications.  A profile  of 

the  major  applications  offered  on  OLS's  network  is  presented  in  Exhibit 

B. 


. Approximately  50%  of  OLS  network  service  revenues  are  derived 
from  general  business  applications  and  50%  from  general  utility 
programs. 

. Primary  products  used  on  the  network  are  OLIVER  (data  base 
management),  OSCAR  (project  scheduling  and  control),  FMS 
(financial  modeling),  and  OMAR  (sales  lead  processing). 

. OLS's  network  uses  DEC  hardware  as  opposed  to  the  UCS 
network  of  CDC/CRAY  equipment.  The  services  will  remain 
separate,  although  UlS  plans  to  integrate  the  UCS  and  OLS 
networks  into  a single  network. 

Dynabank,  a subsidiary  operation  of  OLS,  offers  a number  of  systems 
and  programs  designed  to  meet  the  specific  accounting  and  financial 
reporting  needs  of  banks  and  other  financial  institutions. 

. Dynabank's  primary  products  include  the  Investment  System,  the 
Trust  System,  and  Dynacash. 
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EXHIBIT  B 

OLS  NETWORK  PROFILE 


APPLICATION  AREA/PRODUCT  NAME 

APPLICATION  AREA/PRODUCT  NAME 

• OPERATING  ENVIRONMENT 

- DEC  SYSTEM  10S,  MODIFIED  VERSION  OF 
TOPS  10 

• DISTRIBUTED  DATA  PROCESSING 
CAPABILITY 

- OUTLINE/1 

• PROGRAMMING  LANGUAGES  SUPPORTED 

- APL 

- BASIC 

- COBOL 

- FORTRAN 

- SIMULA 

- SPL  (STRUCTURED  PROGRAMMING 
LANGUAGE) 

• DATA  MANAGEMENT  SOFTWARE 

- OLIVER 

• DATA  BASES  AVAILABLE 

- OASES  (SECURITIES) 

• PROJECT  MANAGEMENT 

- OSCAR 

• FINANCIAL  APPLICATIONS/TOOLS 

- FMS  (FINANCIAL  MODELING) 

- ORBIS  (BUDGETING) 

- OMAR  (MARKETING/SALES) 

• BANKING  AND  FINANCE* 

- INVESTMENT  SYSTEM 

- TRUST  ACCOUNTING 

- DYNACASH  (CASH  MANAGEMENT) 

- OTHER:  COLLATERAL  PRICING,  LOAN 
AMORTIZATION,  FINANCIAL  MODELING 
AND  CREDIT  ANALYSIS 

• INDUSTRY  SPECIFIC 

- ON-CALL  (FOR  UTILITY  COMPANIES) 

- MOP  (MELT  OPTIMIZATION  FOR  THE 
METALS  INDUSTRY) 

• MATHEMATICS 

- NUMEROUS  ROUTINES  FOR: 

• CURVE  FITTINGS 

• DIFFERENTIATION 

• MATRIX  MANIPULATION 

• POLYNOMINAL  ROOTS 

• SCIENTIFIC  AND  ENGINEERING 

- NUMEROUS  ROUTINES  FOR: 

• ELECTRICAL  ENGINEERS 

• CIVIL  ENGINEERS 

• STATISTICS 

- SAS 

- SPSS 

- NUMEROUS  ROUTINES  FOR: 

• FACTOR  ANALYSIS 

• PROBABILITY 

• TIME  SERIES  ANALYSIS 

• REGRESSION 

• STATISTICAL  MEASURES 

• TESTS  OF  HYPOTHESES 

• FREQUENCY  DISTRIBUTION 

• OTHER 

- GDS  (ON-LINE  GRAPHICS) 

- SCREEN  (CRT  PROTOCOL  OPTIMIZATION) 

- TEXT  (WORD  PROCESSING) 

* ONLY  AVAILABLE  TO  DYNABANK  CLIENTS 
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The  Investment  System  is  an  extensive  bond  valuation, 
accounting,  and  reporting  system. 

The  Trust  package  is  a personal  trust  accounting  system 
designed  for  the  small  to  medium  size  trust  department 
(under  $100  million  in  trust  assets)  and  has  a heavy 
orientation  toward  portfolio  management,  customer 
reporting,  and  tax  reporting. 

Dynacash  is  a multi-bank  reporting  system  offered  to  over 
35  major  corporations.  It  allows  the  corporate  user  to 
collect  daily  balance  information  on  checking  accounts 
located  in  banks  throughout  the  country. 

. A number  of  other  products  are  available  in  Dynabank's  program 
library,  including  collateral  pricing,  loan  amortization  schedules, 
bank  financial  modeling,  and  credit  analysis. 

OLS  also  offers  remote  computing  services  on  two  Itel  AS-6  computers 
running  under  VM/CMS  and  MVS.  A series  of  applications  for  business 
planning  and  control  are  available. 

The  areas  of  project  management,  government  planning  and  budgeting, 
and  marketing/sales  management  reporting  will  continue  to  receive 
high  priority  from  OLS  in  terms  of  software  development  and 
marketing. 

• United  Computing  International  (UCI)  Division  was  established  to  coordinate 
all  international  business  activities. 

Processing  services,  contributing  about  75%  of  UCI's  revenue,  are 
provided  from  a data  center  managed  by  the  United  House  in  London. 
Additional  computing  resources  are  provided  by  a dedicated  link  to 
United's  data  center  in  Kansas  City. 

. UCI  expanded  its  RCS  service  offerings  to  Switzerland  and  West 
Germany  in  1978  through  an  arrangement  with  FIDES  Data 
Center,  a division  of  FIDES  Trust  Company  of  Zurich.  FIDES 
provides  marketing  support  for  UlS  products  and  services  as  well 
as  a network  link  to  major  European  cities. 

The  remaining  25%  of  UlS's  revenues  are  derived  from  software  sales 
(15%)  and  professional  services  (10%). 

. UlS's  services  are  marketed  throughout  Europe,  Australia,  and 
Japan  via  agents. 

• Calma,  acquired  by  United  Telecommunications  in  1978,  is  considered  to  be 
the  third  largest  provider  of  CAD/CAM  systems.  Growing  at  over  50%  per 
year,  Calma's  1979  revenues  are  estimated  to  be  about  $42  million. 
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Calma  manufactures  and  markets  integrated  CAD/CAM  work  stations 
for  the  manufacturing  industry  and  for  engineers  and  architects.  The 
work  stations  feature  light  pen  input,  visual  two-  and  three-dimensional 
displays,  and  graphical  output  on  a variety  of  plotters. 

A Data  General  Eclipse  minicomputer  is  used  as  the  central  processor 
in  all  configurations. 

Principal  products  include: 

. GDS  II  (Graphic  Data  System);  an  advanced  interactive  graphic 
system  for  the  design  of  very  large  scale  integrated  (VLSI) 
circuits.  Units  sell  for  $250,000-600,000  dependent  on  the  type 
of  plotters,  input  devices,  and  disk  storage  devices  selected. 

. DDM  (Design,  Drafting  and  Manufacturing);  an  interactive 
graphics  system  which  addresses  the  problems  of  design,  docu- 
mentation, and  manufacture  of  three-dimensional  piece  parts 
and  assemblies.  Price  range  of  DDM  is  between  $300,000- 
500,000. 

. CGI  (Calma-Graphic  Interactive);  combines  interactive  graphics 
with  a data  management  system  for  cartographic  applications. 
CGI  allows  effective  collection,  organization,  manipulation, 
display,  and  reporting  of  vast  amounts  of  graphic  and  non- 
graphic data  essential  to  computer-based  mapping.  The  price 
range  for  CGI  is  $250,000-500,000. 

. CADEC  (Computer-Aided  Design  for  Engineers  and  Contractors): 
provides  architects,  engineers,  and  the  construction  industry 
with  a comprehensive  automation  tool  for  project  management, 
three-dimensional  design,  drafting,  and  documentation.  CADEC 
installations  range  in  price  from  $250,000-500,000. 

UlS  plans  to  combine  some  of  the  capabilities  of  Calma's  CAD/CAM 
systems  with  its  remote  computing  services.  The  intent  is  to  offer  an 
integrated  distributed  design  system  for  engineers.  The  Calma  system 
will  offer  engineers  interactive  layout,  conceptual  design,  and  drafting 
capabilities.  These  features  will  be  coupled  with  the  design  analysis 
capability  of  the  world's  fastest  computer,  the  CRAY  I,  and  with  the 
APEX  System. 
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INDUSTRY  MARKETS 

• UlS's  1979  industry  market  revenues  are  estimated  by  division  as  follows: 


INDUSTRY 

NIS 

OLS 

UCI 

BIP 

CALMA 

Discrete  Manufacturing 

19% 

20% 

15% 

Process  Manufacturing 

16 

20 

10 

. Discrete  and  Process 

12% 

80% 

Transportation 

1 

10 

8 

5 

Utilities 

36 

4 

10 

7 

Banking  and  Finance 

5 

10 

7 

10 

Insurance 

5 

5 

Medical/Hospital 

1 

5 

Education 

3 

Retail  Distribution 

10 

Wholesale  Distribution 

2 

8 

15 

Federal  Government 

37 

5 

State  and  Local  Government 

1 

15 

. Federal  and  State 

5 

10 

Services 

8 

2 

10 

5 

Other 

34 

7 

2 

TOTAL 

100% 

100% 

100% 

100% 

100% 
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GEOGRAPHIC  MARKETS 

• Divisional  revenues  from  geographic  areas  served  by  UlS  in  1979  were: 


GEOGRAPHIC  REGION 

NIS 

(U.S.) 

OLS 

UCI 

BIP 

CALMA 

U.S. 

- New  England 

9% 

6% 

5% 

10% 

- Middle  Atlantic 

22 

26 

20 

10 

- East  North  Central 

6 

10 

15 

10 

- West  North  Central 

13 

1 

3 

- South  Atlantic 

13 

47 

20 

- East  South  Central 

3 

1 

2 

- West  South  Central 

16 

4 

15 

- Mountain 

4 

1 

4 

- Pacific 

13 

4 

16 

30 

International 

- Canada 

1 

- Europe 

93 

30 

- Japan 

10 

- Australia 

5 

- South  America 

2 

TOTAL 

100% 

100% 

100% 

100% 

100% 
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COMPUTER  HARDWARE 

• The  remote  computing  services  of  both  the  NIS  and  OLS  operations  are 
delivered  through  UNINET,  United  Information  System's  international  com- 
munications network.  Divisional  data  centers  are  located  in: 

UCS  NIS  Division. 

. Kansas  City 

3 CDC  6600s,  APEX. 

4 CDC  Cyber  170s,  APEX. 

1 IBM  360/65,  RUSH/OS. 

2 CDC  3300s. 

1 Cray- 1 , COS. 

. Boston 

4 CDC  3600s,  ST/OS. 

UCS  Utility  Data  Management  Services  Division 
. Dallas 

CDC  Cyber  176. 

. Chicago 

Univac  1 100. 

United  International 
. London 

2 CDC  6500s,  APEX/SCOPE. 

2 Xerox  Sigma  9s. 

4H-P2I16BS. 

I DEC  PDP  1 1/40. 

I DEC  System  10. 

3 DEC  PDP  I I /34s. 

On-Line  Systems. 

. Pittsburgh 

4 DEC  KAIOs,  TOPS  10. 

I I DEC  KIIOs,  TOPS  10. 

I DEC  KL 10,  TOPS  10. 

. Metuchen,  NJ 

1 Itel  AS-6,  VM/CMS. 

I Itel  AS-6,  MVS 
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COMPANY  PROFILE 


UNITED  INFORMATION 
TECHNOLOGIES  CORP. 

600  Woodfield  Drive 
Suite  1 1 50 

Schaumburg,  IL  60173-5059 
(708)  706-1300 


Andrew  Geller,  President 
Fred  S.  Sabet,  COO 
Private  Company 
Total  Employees:  38 
Total  Revenue,  Fiscal  Year  End 
7/31/89:  $3,500,000 


The  Company  United  Information  Technologies  Corp.,  founded  in  1987  by 

Andrew  Geller  and  Fred  Sabet,  provides  professional  services 
primarily  to  telephone  companies. 

United  Information  Technologies'  fiscal  1989  revenue  reached 
$3.5  million.  The  company  anticipates  that  fiscal  1990  revenue 
will  reach  $5  million.  The  company  is  operating  profitably. 

Major  competitors  include  Andersen  Consulting  and  Cincinnati 
Bell  Information  Systems. 


Key  Products  and  Professional  services  provided  by  United  Information 
Services  Technologies  include  project  management,  software  development, 

training,  and  consulting. 

United  Information  Technologies'  staff  has  expertise  in  the 
information  management  requirements  of  the  telecommunications 
industry.  Areas  of  expertise  include  access,  cellular,  and  end-user 
billing  and  provisioning  systems. 

• The  company  combines  knowledge  of  telephone  company 
operations  and  regulatory  policies  with  system  implementation 
expertise  to  provide  clients  with  support  in  the  following  areas 
of  large-scale  systems  implementation  projects; 

- Project  management 

- Feasibility  studies  and  system  evaluation 

- Requirement  and  business  policy  definition 

- Implementation  planning 

- System  design  and  development 

- Testing  and  quality  assurance 

- Documentation  and  user  training 

- Installation  and  support 
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Industry  Markets 


Geographic 

Markets 


Computer 

Hardware 


• United  Information  Technologies  has  developed  custom 
systems  for  management  reporting,  finance  and  accounting, 
billing  and  invoicing,  office  automation  and  productivity, 
inventory  management,  and  tracking  and  auditing  applications. 

• Projects  generally  run  three  months  or  longer.  The  company 
currently  has  five  permanent  clients  for  which  it  performs 
projects  on  an  ongoing  basis.  In  addition,  the  company  is 
usually  working  on  five  to  ten  one-time  projects  at  any  given 
time. 

• Current  projects  include; 

- CABs/ Access  system  development 

- Verification  system  development 

United  Information  Technologies  is  also  an  authorized  vendor  for 

various  third  party  software. 


Approximately  80%  of  United  Information  Technologies'  revenue 
is  derived  from  telephone  companies.  The  remaining  20%  of  its 
revenue  is  derived  from  large  corporations  in  various  industries 
with  custom  telecommunications  requirements. 


One  hundred  percent  of  United  Information  Technologies' 
revenue  is  derived  from  the  U.S.  The  company  has  provided 
services  to  clients  throughout  the  U.S. 

The  company  will  expand  its  services  outside  the  U.S.  during  1990 
or  1991. 


During  1989,  United  Information  Technologies  made  significant 
investments  in  its  computer  operations.  The  company  now  has  a 
PC-based  local-area  network  for  software  development  and 
customer  support. 
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UNITED  TELECOM  COMPUTER  GROUP  Donald  S.  Bates,  President 
5454  West  1 1 0th  Street  Subsidiary  of  United 

Overland  Park,  KS  6621 1 Telecommunications,  Inc. 

(913)341-9161  Total  Employees:  1,704 

Revenues,  Fiscal  Year  End 
12/31/80:  $115,142,000 


THE  COMPANY 

• United  Telecommunications  entered  the  computer  services  industry  in  1967 
with  the  acquisition  of  United  Computing  Systems.  Since  that  time,  a number 
of  other  companies  have  been  acquired  to  expand  its  processing  services  and  to 
enter  software  and  turnkey  systems  markets. 

• Effective  November  1981,  United  reorganized  its  computer  services  organiza- 
tion and  changed  its  name  from  United  Information  Systems  Inc.  to  the  United 
Telecom  Computer  Group. 

Within  the  new  organization.  United  has  combined  all  of  its  processing 
services  into  United  Information  Services  Inc.  (UlS).  UlS  consolidates 
the  sales,  marketing,  and  operations  of  United  Computing  Systems  and 
On-Line  Systems.  United  Computing  International  also  reports  to  UlS. 

The  other  two  operating  units  of  the  Computer  Group  are: 

. Uninet,  Inc.,  a digital  communications  network  carrier. 

. Megatek  Corporation,  a supplier  of  computer  graphic  display 
terminals  and  graphics  software. 

• The  Computer  Group’s  1980  revenue  was  $115.1  million,  up  20%  over  1979 
revenue  of  $95.6  million.  Net  income  declined  17%  to  $4.8  million,  compared 
to  $5.8  million  in  1979. 

The  decline  in  net  Income  was  attributed  to  increased  expenses  to 
expand  operations,  and  development  costs  associated  with  its  new 
digital  communications  offering,  UNINET. 

• The  following  five-year  financial  summary  has  been  restated  from  previous 
reports  to  reflect  the  sale  of  a major  subsidiary: 
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UNITED  TELECOM  COMPUTER  GROUP 
FIVE-YEAR  FINANCIAL  SUMMARY  (RESTATED) 
($  thousands) 


1980  1979 


1978  1977 


1976 


Total  Revenue 
Percent  increase 
from  previous  year 

Net  Income 
Percent  increase 
(decrease)  from 
previous  year 


$1 15,142 

$95,649 

$76 

20% 

25% 

$ 4,849 

$ 5,818 

$ 5 

(17%) 

(2%) 

,236  $60,284  $48,799 

26%  24%  25% 

,951  $ 6,132  $ 3,652 

(3%)  68% 


The  subsidiary  sold  by  United  was  Calma,  one  of  the  leading  manufac- 
turers of  turnkey  CAD/CAM  systems.  Calma,  with  1980  revenue  of 
approximately  $65  million,  was  purchased  by  GEISCO  for  $100  million 
with  a payout  of  another  $70  million  based  on  achieving  certain  sales 
goals. 

• Companies  acquired  by  United  in  1981  were: 

Certain  assets  of  Nexilis  Systems  Inc.  of  Tucson  were  acquired  in  March 
1981.  The  company  specializes  in  communications  consulting  and 
hardware  design  and  has  changed  its  name  to  Uninet-Tucson. 

Acquisition  of  Megatek  Corporation,  a San  Diego  company,  was  com- 
pleted in  August  1981.  Megatek  designs  and  assembles  computer 
graphic  display  terminals  and  produces  software  used  In  linking  graphic 
display  terminals  with  a variety  of  remote  and  general  purpose  com- 
puters. Megatek  had  sales  of  $12.5  million  in  1980  and  was  purchased  In 
a stock  transaction  valued  at  more  than  $20  million. 

• Acquisition  of  the  Atlanta-based  Insurance  Systems  of  America  (ISA)  is 
pending  FCC  approval.  ISA,  with  1980  revenue  of  $22  million,  will  be 
purchased  in  a stock  transaction,  estimated  at  $41.5  million.  If  approved. 
United  will  acquire  all  ISA  assets  and  a 51%  interest  in  ISA's  communications 
subsidiary,  ISACOMM. 

• Competitors  by  business  segment  include: 

Scientific  and  engineering  processing:  University  Computing,  McAUTO, 
Boeing  Computer  Services,  and  CDC's  Cybernet. 

Financial  and  general  timesharing  services:  STSC,  ADP  Network 

Services,  Tymshare,  National  CSS,  and  Comshare. 
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Network  communications  services;  Telenet,  Tymnet,  and  Data 
Communications  Corporation. 

Graphics  software  and  terminals:  Sanders,  Genisco,  Tektronix,  and 

Ramtek. 

• Employees,  as  of  December  1980,  were  segmented  by  operating  units  as 
follows; 


- 

United  Computing 

910 

- 

On-Line  Systems 

359 

- 

United  Computing  International 

289 

- 

Uninet,  Inc. 

91 

1,704 


KEY  PRODUCTS  AND  SERVICES 

• Approximately  95%  of  the  Computer  Group's  1980  revenue  was  derived  from 
processing  services  and  5%  from  software  products.  Less  than  2%  of  its 
revenue  was  derived  from  the  parent  organization.  Revenues  by  operating  unit 
were: 


United  Computing 

On-Line  Systems 

United  Computing  International 

Uninet 

Inter-company  (principally 
Network  Services) 


$ 76,634'^  0 I 

24,790  / 

16,564 

14,412 

(15,258) 

$115,142  ( thousands) 


Although  the  official  name  for  United's  processing  service  organization  Is  now 
United  Information  Services  Inc.,  for  purposes  of  this  report.  United  Comput- 
ing Systems,  On-Line  Systems,  and  United  Computing  International  will  be 
reported  as  separate  units. 

United  Computing  Systems  (UCS)  provides  remote  computing  services  to  over 
2,000  companies  in  a variety  of  industries.  Distribution  by  RCS  mode  and 
applications  used  on  the  network  follows; 

Type  of  remote  computing 

. Interactive  65% 

. Remote  Batch  35 

100% 

Applications 

. Scientific  and  Engineering  30% 

Utility  10 

. General  Business  60 

100% 
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The  pritx:ipal  UCS  product  Is  APEX,  the  timesharing  operating  environ- 
ment of  UCS's  network.  Two  complexes  of  CDC  computers  and  a 
CRAY-IS  computer  can  be  accessed  from  200  cities  in  the  U.S., 
Canada,  and  Europe. 

The  APEX  system  library  contains  over  500  programs  for  generalized 
computing.  A profile  of  the  major  applications  offered  on  USC's 
network  is  presented  in  Exhibit  A. 

Major  products  used  on  the  network  include; 

. FORESIGHT,  a business  planning  language  used  for  financial 
modeling  and  management  reports. 

. Engineering  and  scientific  applications  ere  structural  analysis 
(ANSYS,  NASTRAN,  STAAD,  SAC  4,  SAP  4,  MARC)  and  pipe 
flexibility  programs  (AUTOFLEX,  DYNAFLEX,  TRIFLEX, 
ADLPIPE).  Other  specialty  products  are; 

SACM,  a program  for  analyzing  three-dimensional 
surfaces  and  producing  contour  maps. 

CHEMSHARE,  a collection  of  programs  for  the  design  and 
simulation  of  refineries. 

METACKT,  an  electronic  component  circuit  simulation 
program. 

ECUBE,  an  energy  analysis  program  from  the  American 
Gas  Association. 

POGOS  (Power  Generation  and  Optimization  System),  a 
problem  oriented  language  that  simulates  the  thermal 
operating  characteristics  of  a complete  steam  turbine 
power  plant  cycle  by  using  commands  that  describe  key 
hardware  components  and  operating  conditions. 

Odyssey,  a geographic  Information  system  originally 
developed  at  Harvard,  applies  statistical  data  to  a carto- 
graphic data  base  and  then  displays  the  results  as  two-  or 
three-dimensional  monochrome  or  color  maps. 

Plans  to  Introduce  a standalone  engineering  workstation  have  been 
postponed.  The  offering,  originally  Intended  for  DEC  VAX  I l/750s,  will 
probably  be  sold  as  a licensing  arrangement  for  UCS  software  under  a 
services  support  contract.  Applications  being  considered  are  those 
which  support  structural  analysis,  PC  board  layout,  and  piping  analysis. 

The  scientific  end  engineering  processing  services  of  Utility  Data 
Management  Services  (a  division  acquired  from  Itel  in  1980)  have  been 
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EXHIBIT  A 

UNITED  COMPUTING  SYSTEMS  (UCS)  NETWORK  PROFILE 


APPLICATION  AREA/PRODUCT  NAME 

APPLICATION  AREA/PRODUCT  NAME 

• OPERATING  ENVIRONMENT 

• STRUCTURAL  ANALYSIS 

- CDC  CYBER  170,6600  (APEX/SCOPE) 

- ANSYS 

- CRAY- IS  (COS) 

- NASTRAN 

- CDC  CYBER  176  (NOS/BE) 

- STAAD 

- UN  IV AC  1100 

- SACS 

- IBM  4341  (MVS/RUSH) 

- MARC 

- SAP4 

• PROGRAMMING  LANGUAGE  SUPPORTED 

- APL 

• MATHEMATICAL/STATISTICAL 

- BASIC 

- IMSL  LIBRARY 

- COBOL 

- SPSS 

- COMPASS 

- PROSE  (CALCULUS  LANGUAGE) 

- FORTRAN 

- ALPS  (LINEAR  PROGRAMMING) 

- PASCAL 

- UN  1ST  AT 

- SUPER  BASIC 

- SORITEC  AND  FEAST  (TIME  SERIES) 

- SUPER  FORTRAN 

• KEYSCIENTIFIC  AND  ENGINEERING 

• DATA  MANAGEMENT  SOFTWARE 

PRODUCTS 

- INTERACTIVE  FILE  MANAGER  (IFM) 

- COMPACT  (MICROWAVE  ANALYSIS) 

- INFORM 

- PIPING  ANALYSIS  (AUTOFLEX, 

- SYSTEM  2000 

DYNAFLEX,  TRIFLEX,  ADLPIPE) 

- TOTAL 

- SACM  (MAPPING) 

- TRIAD 

- CHEMSHARE  (REFINERY  SIMULATION) 

- ECUBE  (ENERGY  ANALYSIS) 

• GRAPHICS 

- POGOS  (POWER  PLANT  SIMULATION) 

- UNIGRAPH  - UNIDRAW 

- METACKT  (CIRCUIT  SIMULATION) 

- DISSPLA  - ODYSSEY 

- NCADRC  (ELECTRONIC  DESIGN/ 

ANALYSIS) 

• PROJECT  MANAGEMENT 

- TOPMAN  (TRACKING) 

• ENGINEERING  (NUMEROUS  PROGRAMS) 

- TIMETABLE  (CPM) 

- CIVIL 

- MECHANICAL 

• FINANCIAL  APPLICATIONS/TOOLS 

- ELECTRICAL 

- FORESIGHT  (FINANCIAL  ANALYSIS) 

- CHEMICAL 

- CASH  AMANGEMENT/FORECASTING 

- PETROLEUM 

- LEASBUY  ANALYSIS 

- ENERGY 

- COMMUNICATIONS 

• DATABASES 

- MARINE 

- SITE  II  (CENSUS/POPULATION) 

- NUMERICAL  CONTROL 

- COMPUSTAT  (FINANCIAL) 

- TELSTAT  (SECURITY  PR  ICING) 

• TELEPHONE  ENGINEERING 

- INSIGHT  (ECONOMETRIC  DATA) 

- AIMS  - FACT 

- DACCS  - MORE 

- DIMS  - VUSET 

- COMMTRACK  (PBX  MONITORING 

ANALYSIS) 
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merged  into  UCS.  A data  center  In  Dallas,  containing  a CDC  176,  has 
been  relocated  to  Kansas  City.  Two  additional  data  centers,  Chicago 
(Univac  1 100)  and  Boston  (CDC  3600s),  are  still  operational. 

In  November  1981,  UlS  began  marketing  a new  service  called 
COMMTRACK.  Through  a local  data  collection  device  (microprocessor) 
connected  to  a client's  PBX,  COMMTRACK  collects  accounting  data  on 
telephone  usage.  Monthly  reports  are  then  generated  at  the  data  center 
and  mailed  to  the  client. 

. For  up  to  20,000  calls  a month,  COMMTRACK  costs  $500  per 
month  which  includes  the  data  collection  device,  maintenance, 
and  standard  report  processing. 

UlS  plans  to  introduce  a user  site  hardware  service  for  site  engineering 
in  1982.  The  new  offering  will  be  used  as  a civil  engineering  mapping 
application  for  digitizing  coordinates.  It  will  be  offered  on  Data 
General  hardware. 

• On-Line  Systems  (OLS)  offers  a broad  range  of  business  management  products 
and  services  on  its  network.  With  1980  calendar  year  revenue  of  $24.8  million, 
OLS  would  appear  to  show  declining  revenues  from  previously  available 
numbers  ($29.3  million  as  of  FYE  April  30,  1979).  However,  previous  numbers 
Included  international  revenue  which  is  now  reported  separately  as  United 
Computing  International  ($16.6  million  in  1980).  OLS  has  been  experiencing 
about  a 22%  growth  rate,  compared  with  on  overall  growth  rate  for  the 
Computer  Group  of  20%. 

Several  operating  units  have  been  consolidated  under  OLS  within  the 
last  year. 

. Dynabonk  Corporation,  a company  acquired  by  OLS  in  April 
1979. 

. OLS  One-Call  Systems,  Inc.,  a former  subsidiary. 

. Business  Information  Products,  formerly  INFONATIONAL. 

. The  business  processing  services  of  Utility  Data  Management 
Division. 

Marketing  emphasis  for  OLS's  network  services  are  centered  on  applica- 
tions for  project  management  and  financial  services. 

. OLS  offers  several  project  management  systems  for  planning, 
monitoring,  and  controlling  schedules  and  costs  associated  with 
major  projects.  The  leading  product  on  the  network  is  OSCAR,  a 
project  scheduling  and  control  system. 
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. Leading  financial  service  applications  are  Dynacash  (a  bank 
balance  reporting  and  treasury  control  system  for  corporate  cash 
management)  and  the  BIP  product  line  described  below. 

In  addition  to  the  above  target  areas,  OLS  offers  products  for  use  in 
various  industrial  and  commercial  settings.  These  Include  systems  for 
sales  lead  tracking;  melt  optimization  and  materials  nrranagement  for 
the  metals  industry;  time,  income,  expense,  and  document  management 
for  the  legal  profession;  order  and  inventory  management  for  industrial 
distributors;  and  underground  utility  location  and  notification. 

OLS  also  has  a number  of  tools  to  serve  the  application  needs  of  a wide 
variety  of  users.  These  tools  include  data  base  management  systems, 
distributed  data  processing,  statistical  analysis,  econometric  forecast- 
ing, and  interactive  graphics. 

. Its  distributed  processing  offering,  called  OUTLINE/I,  combines 
a Datapoint  intelligent  terminal,  applications  software  facilities, 
and  a file  transfer  program.  It  allows  users  to  do  data  entry 
locally  and  is  capable  of  validating,  editing,  and  performing  local 
file  manipulation.  Approximate  price  of  OUTLINE/I  is  $6,400  if 
purchased,  or  $295  per  month  if  leased. 

Services  to  banks  and  other  financial  Institutions,  previously  provided 
through  the  Dynabank  subsidiary,  include: 

. The  Investment  System,  a bank  evaluation,  accounting,  and 
reporting  system. 

. The  Trust  System,  for  personal  trust  accounting. 

. Dynacash,  a cash  management  system  for  corporations. 

Business  data  processing  services  from  Utility  Data  Management, 
formerly  offered  from  a data  center  in  Metuchen,  NJ,  hove  been 
consolidated  In  the  OLS  Pittsburgh  center. 

A profile  of  applications  offered  on  the  OLS  network  is  presented  in 
Exhibit  B. 

The  Business  Information  Products  (BIP)  Division  of  OLS  supports  a 
family  of  products  for  the  accounting  and  financial  markets.  The 
products  are  sold  as  packages  and  ore  available  on  the  OLS  and  UCS 
networks.  The  major  software  products  offered  by  BIP  are: 

. THE  PORTFOLIO  Accounting  Systems  (formerly  INFONA- 
TIONAL):  general  ledger,  accounts  receivable,  accounts  pay- 

able, fixed  asset,  and  purchase  order  systems. 
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EXHIBIT  B 

ON-LINE  SYSTEMS  (OLS)  NETWORK  PROFILE 


APPLICATION  AREA/PRODUCT  NAME 


• OPERATING  ENVIRONMENT 

- DEC  SYSTEM  10S,  MODIFIED  VERSION 
OF  TOPS  10 

- NAS-6S,  VM/CMS/MVS/JES2 

• DISTRIBUTED  DATA  PROCESSING 
CAPABILITY 

- OUTLINE/1 

• PROGRAMMING  LANGUAGES  SUPPORTED 

- APL  - FORTRAN 

- BASIC  - SIMULA 

- COBOL  - SPL 

• DATA  MANAGEMENT  SOFTWARE 

- OLIVER 

- ADABAS 

• DATA  BASES  AVAILABLE 

- OASES  (SECURITIES) 

• PROJECT  MANAGEMENT 

- OSCAR 

. CPM  SCHEDULING 
. RESOURCE  CONSTRAINED 
SCHEDULING 

. BAR  CHART/DIAGRAM  PLOTS 
. COSTING  AND  BUDGETING 

- PROJECT  TRACKING  SYSTEM 

• FINANCIAL  SERVICES 

- INVESTMENT  SYSTEM 

- TRUST  ACCOUNTING 

- DYNACASH  (CASH  MANAGEMENT) 

- THE  PORTFOLIO 

- FORESIGHT/FOREGRAPH 

- ORBIS  (BUDGETING) 

- OMAR  (MARKETIN/SALES) 

- OTHER:  COLLATERAL  PRICING, 

LOAN  AMORTIZATION,  FINANCIAL 
MODELING,  CREDIT  ANALYSIS 


APPLICATION  AREA/PRODUCT  NAME 


• INDUSTRY  SPECIFIC 

- ON-CALL  (FOR  UTILITY  COMPANIES) 

- MOP  (MELT  OPTIMIZATION  FOR  THE 
METALS  INDUSTRY) 

- THE  MIDAS  SYSTEM  (INDUSTRIAL 
DISTRIBUTION) 

- TIERS  (FOR  LAW  FIRMS) 

• MATHEMATICS 

- NUMEROUS  ROUTINES  FOR: 

. CURVE  FITTINGS 

. DIFFERENTIATION 
. MATRIX  MANIPULATION 
. POLYNOMINAL  ROOTS 

• SCIENTIFIC  AND  ENGINEERING 

- NUMEROUS  ROUTINES  FOR: 

. ELECTRICAL  ENGINEERS 
. CIVIL  ENGINEERS 

• STATISTICS 

- SAS 

- SPSS 

- NUMEROUS  ROUTINES  FOR: 

. FACTOR  ANALYSIS 

. PROBABILITY 
. TIME  SERIES  ANALYSIS 
. REGRESSION 
. STATISTICAL  MEASURES 
. TESTS  OF  HYPOTHESES 
. FREQUENCY  DISTRIBUTION 

• OTHER 

- SCREEN (CRT  PROTOCOL 
OPTIMIZATION) 

- TEXT  (WORD  PROCESSING) 

- DISSPLA/TELEGRAPH  (GRAPHICS) 

- TEMPLATE  (GRAPHICS) 

- WYLBUR  (WORD  PROCESSING) 

- DEG  (DATA  ENTRY  PROGRAM 

GENERATOR) 
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. FORESIGHT/FOREGRAPH:  a business  planning  language  and 

graphics  system,  used  for  financial  modeling  and  management 
reporting. 

. FORETAX:  designed  to  do  federal,  state,  municipal,  and  fran- 
chise income  tax  reporting,  planning,  and  consolidation,  and  to 
apply  ADR  guidelines  for  asset  depreciation  calculations. 

• United  Computing  International  (UCI)  coordinates  all  international  business 
activities  for  the  Computer  Group. 

Processing  services,  contributing  about  97%  of  UCI's  revenue,  are 
provided  through  a data  center  managed  by  the  United  House  in  London. 
Additional  computing  resources  are  provided  by  a dedicated  link  to 
United's  data  center  In  Kansas  City. 

The  remaining  3%  of  UCI's  revenue  is  derived  from  software  sales  (2%) 
and  professional  services  (1%). 

• Uninet,  Inc.,  a jxicket  switched  network,  offers  digital  data  communication 
services  to  180  cities  in  the  U.S.  and  in  foreign  countries  through  international 
carriers. 

Introduced  in  March  1981,  Uninet  has  signed  40  clients  for  the  service. 
Revenue  of  $25  million  are  expected  in  1982  for  both  internal  and 
external  clients. 

Uninet  provides  a full  range  of  digital  transmission  services  from 
Interactive  terminal  communications  to  remote  batch  services,  and  56K 
bps  host-to-host  transfers. 

• Megatek,  with  1981  revenue  of  about  $15  million,  should  contribute  over  $20 
million  to  Computer  Group  revenue  in  1982.  The  company  maintains  its  own 
sales  and  marketing  staff  and  employs  about  300  people. 

Megatek  markets  graphic  workstations  for  CAD/CAM  applications 
under  the  name,  Whizzard.  The  workstations,  offered  as  the  Whizzard 
6200  and  7200  Series,  use  a proprietary  microprocessor  assembled  by 
Megatek  and  Fortran-based  software  called  Wand.  Available  main- 
frame parallel  interfaces  for  the  stations  are  DEC  (Including  VAX), 
Prime,  Hewlett-Packard,  Data  General,  Harris,  and  SEL.  RS-232  serial 
interfaces  are  also  supported. 

. The  Whizzard  6200  Series,  marketed  to  the  lower  end  of  the 
CAD/CAM  market,  is  offered  in  four  models  (6240,  6245,  6250, 
6255).  All  models  are  raster  display  units  and  offer  black  and 
white  and  eight-color  output. 

Prices  of  the  workstations  range  from  $15,000  to  $32,000 
a unit. 
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Major  clients  include  OEM  vendors  who  configure  the 
workstations  into  other  systems,  electronics  companies, 
and  architectural  firms. 

. The  7200  Series  offers  all  the  capabilities  of  the  6200,  has 
modular  software  options,  and  provides  more  vector  memory.  A 
stroke  system  (Model  7210),  raster  (Model  7250),  and  a stroke 
and  raster  system  (Model  7290)  are  available. 

System  prices  start  at  $30,000,  but  usually  average 
$80,000  per  installation. 

Megatek  also  markets  TEMPLATE,  a graphics  software  package  used  in 
business,  scientific,  and  CAD/CAM  applications. 

INDUSTRY  MARKETS 

• Industry  market  revenue  for  UCS,  OLS,  and  BIP  are  estimated  as  follows: 


Industry/Group 

Discrete  and  Process 
Manufacturing 
Transportation 
Utilities 

Banking  & Finance 

Insurance 

Medical/Hospital 

Education 

Retail  Distribution 

Wholesale  Distribution 

Government 

Services 

Other 


UCS 


OLS 


BIP 


Total 

GEOGRAPHIC  MARKETS 


23% 

2k 

k 


9 

21 

16 

100% 


37% 

6 

29 


3 

9 

I 

100% 


57% 

5 


4 

I 

3 

18 

6 

100% 


Approximately  14%  of  the  Computer  Group's 
international  sources  and  86%  was  from  the  U.S. 
UCS,  OLS,  and  BIP  follow: 


980  revenues  came  from 
Geographic  estimates  for 
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Geographic  Region 

UCS 

OLS 

BIP 

U.S. 

- New  England 

9% 

3% 

4% 

- Middle  Atlantic 

28 

65 

20 

- East  North  Central 

4 

16 

17 

- West  North  Central 

14 

18 

- South  Atlantic 

6 

7 

6 

- East  South  Central 

5 

14 

- West  South  Central 

16 

4 

- Mountain 

- Pacific 

3 

13 

5 

21 

Canada 

2 



— 

Total 

100% 

100% 

100% 

COMPUTER  HARDWARE 

• The  Computer  Group  uses  Uninet  for  communications  services.  Data  centers, 
by  operating  group,  are  located  in; 

United  Computing  Systems. 

. Kansas  City. 

3 CDC  Cyber  730s,  Apex. 

2 CDC  Cyber  1 76s,  Apex. 

2 CDC  Cyber  1 75s,  Apex. 

3 CDC  6600s,  Apex. 

2 CDC  6500s,  Apex. 

1 CDC  Cyber  1 74,  Apex. 

2 CDC  3300s. 

I Cray-IS,  COS. 

I IBM  4341,  MVS/RUSH. 


Boston. 


4 CDC  3600s,  ST/OS. 

. Chicago. 

1 Univac  1 100. 

On-Line  Systems. 

. Pittsburgh. 

2 DEC  KA I Os,  TOPS  10. 
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SDECKIIOs,  TOPS  10. 
3 DEC  KL I Os,  TOPS  10. 
I NAS-6,  VM/CMS. 

I NAS-6,  MVS. 

United  International. 


London. 


3 Xerox  Sigma  9s. 
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Date: 


Company  Name: 


Street  Address: 


City,  State,  Zip: 


Gsr-p  QjiCoof 


Person  lnterviewed/Contacted:_  (3^ 


Title: 


Phone: 


Comments: 


Internal  Use 


Data  Compiled  From: 


Annual  reports,  lOK’s  etc. 

1 1 Yes 

□ 

Verified  with  Co. 

Interview  with  Company 

1 1 Yes 

□ 

Verified  with  Co. 

Estimated  by  INPUT 
Verified  with  Co. 

1 1 Yes 

□ 

INPUT  Analyst: 


INPUT 


o 


(97) 


Fo^our  primary  service,  what  percent  comes  from  the  following  industries?  (check  primary  service) 

[^Processing 
1 


I [Software 
2 


I [Professional  Services 
3 


□ l ntegrated  Systems 

4 


INDUSTRY 

PERCENT 

1981 

REVENUE 

1980/1981 

GROWTH 

Discrete  Manufacturing 

V3  % 

% 

(98) 

(113) 

Process  Manufacturing 

Cj  % 

% 

(99) 

(114) 

Transportation 

\ % 

% 

(100) 

(115) 

Utility 

% 

% 

(101) 

(116) 

Banking  and  Finance 

:>o  % 

% 

(102) 

(117) 

Insu ranee 

1 

% 

(10^) 

(118) 

Medical 

O % 

% 

(104) 

(119) 

Education 

o % 

% 

(105) 

(120) 

Retail  Distribution 

n % 

% 

(106) 

(121) 

Wholesale  Distribution 

(S) 

% 

(122) 

Federal  Government 

% 

(108) 

(123) 

State  and  Local  Government 

W % 

% 

(109) 

(124) 

Services 

*5  % 

% 

(110) 

(125) 

% 

% 

(111) 

(126) 

Can’t  Classify^ 

% 

% 

(112) 

(127) 

Total 

1 00  % 

' THANK  YOU 


1. H 

2.  M 

3.  L 
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FINANCIAL  UPDATE  TO  HIGHLIGHT  DATED  NOVEMBER  1982 


UNIVERSITY  COMPUTING  COMPANY 

UCC  Tower 
Exchange  Park 
Dallas,  TX  75235 
(214) 353-7100 


Gregory  J.  Liemandt,  Chairman 
J.  Allen  Hufft,  President 
Subsidiary  of  Wyly  Corporation 
Public  Corporation:  NYSE 
Total  Employees:  1,845 
Total  Revenue,  Fiscal  Year  End 
12/31/82:  $140,508,000 


WYLY 

FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 
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(a)  1982.  1981,  and  1980  revenue  excludes  revenue  of  $25.3  million,  $27.9  million, 
and  $8.8  million  respectively,  associated  with  the  company's  hardware  brokerage 
business  (acquired  in  1980),  which  was  discontinued  December  31,  1982. 

(b)  From  continuing  operations. 

(c)  Includes  $13.4  million  after-tax  gain  from  an  AT&T  antitrust  settlement. 

(d)  Extraordinary  credit  of  $3.8  million  represents  utilization  of  net  operating  loss 
carry-forwards. 

(e)  Consists  of  operating  loss  carry-forward  credits  of  $1 1.4  million  in  taxes  on  the 
AT&T  settlement,  Careal's  Datran  bankruptcy  claim  of  $1.3  million,  and  general 
tax  credits  from  past  operating  losses  of  $3  million. 

(f)  Extraordinary  credits  from  Careal's  Datran  bankruptcy  claim  of  $1.1  million  and 
tax  credits  from  past  operating  losses  of  $0.3  million  (primarily  from  the  utiliza- 
tion of  tax  loss  carry-forwards). 

(g)  Extraordinary  credit  of  $72.7  million  equal  to  the  difference  between  the  debt 
cancelled  in  the  1978  recapitalization  ($102.4  million)  and  the  value  of  the  stock 
($25.6  million)  and  cash  ($4.1  million)  exchanged  for  it. 
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SOURCE  OF  REVENUE 

• A three-year  summary  of  revenue  by  business  segment  follows: 

UCC 

REVENUE  BY  BUSINESS  SEGMENT 
($  millions) 


FISCAL  YEAR 

Percent 

Percent 

Percent 

ITEM 

1982 

of  Total 

1981 

of  Total 

1980 

of  Total 

Processing  services 

$ 34.6 

$ 29.5 

$ 25.9 

Domestic 

25% 

25% 

24% 

Foreign  (a) 

33.8 

Hi 

35.2 

29 

45.3 

id 

Subtotal 

68.4 

49 

64.7 

54 

71.2 

65 

Software  products 

Domestic 

Operating(b) 

24.2 

17 

20.3 

17 

15.2 

14 

Applications 
Foreign  (a) 

24.5 

18 

16.2 

14 

11.9 

II 

Operating(b) 

2.6 

2 

0.6 

1 

0.6 

1 

Applications 

0.4 

0.2 

0.1 

Subtotal 

51.7 

37 

37.3 

32 

27.8 

26 

Turnkey  systems 

Domestic 

17.9 

12 

16.0 

13 

10.0 

9 

Foreign 

2.5 

2_ 

0.8 

J. 

- 

Subtotal 

20.4 

14 

16.8 

14 

10.0 

9 

Total 

$ 140.5 

100% 

$ 118.8 

100% 

$ 109.0 

100% 

(a)  Certain  foreign  processing  services  amounts  for  1981  and  1980  have  been  reclas- 
sified to  foreign  software  products  to  conform  to  the  1982  presentation. 

(b)  Systems  software. 
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COMPANY  HIGHLIGHT 


UNIVERSITY  COMPUTING  COMPANY 

UCC  Tower 
Exchange  Park 
Dallas,  TX  75235 
(214) 353-7100 


J.  Allen  Hufft,  President 
Subsidiary  of  Wyly  Corporation 
Public  Corporation:  NYSE 
Total  Employees:  1,740 
Total  Revenue,  Fiscal  Year  End 
1 2/3 1 /8 1:  $146,750,000 
Computer  Services  Revenue: 

$1  18,850,000 


THE  COMPANY 

• Wyly  Corporation  was  formed  in  1963  in  Dallas.  Through  its  wholly  owned 
subsidiary.  University  Computing  Company  (UCC),  Wyly  provides  software 
products  and  processing  services  and  sells  turnkey  minicomputer  systems  and 
computer  equipment  through  centers  and  sales  offices  in  the  United  States, 
Canada,  Western  Europe,  and  Australia. 

• Wyly's  1981  revenue  was  $146.7  million,  a 25%  increase  over  1980.  Income 
before  taxes  and  extraordinary  item  decreased  1%  in  1981.  Wyly  has  been 
profitable  every  year  since  recapitalization  in  1978.  A five-year  financial 
summary  follows: 
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WYLY 

FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


..^^^FISCAL  YEAR 

ITEM 

1981 

1980 

1979 

1978 

1977 

Revenue 

$ 146,750 

$ 1 1 7,828 

$87,147 

$ 76,943 

$ 68,866 

. Percent  increase 

from  previous  year 

25% 

35% 

13% 

12% 

1 1% 

Income  (loss)  before 

taxes  and 

extraordinary  item(a) 
. Percent  increase 

$ 

10,482 

$ 10,564 

$ 7,319 

$ 4,801 

$ (2,626) 

(decrease)  fram 
previous  year 

(1%) 

44% 

52% 

283% 

28% 

Income  (loss)  before 

extraordinary  item(a) 
. Percent  increase 

$ 

5,975 

$ 19, 182(b) 

$ 4,670 

$ 2,586 

$ (4,634) 

(decrease)  from 

previous  year 

(69%) 

31  1% 

81% 

156% 

93% 

Extraordinary  credit 

$ 

3,758(c) 

$ I5,729(d) 

$ 1, 406(e) 

$72,76 1(f) 

- 

Net  income  (loss)(a) 

$ 

9,733 

$ 34,911 

$ 6,076 

$ 75,347 

$ (4,63^ 

. Percent  increase 

(decrease)  from 
previous  year 

(72%) 

475% 

(92%) 

1 ,726% 

93% 

Earnings  (loss)  per 

$ 

share(a) 

. Percent  increase 

0.71 

$ 2.75 

$ 0.53 

$ 7.49 

$ (2.23) 

(decrease)  from 
previous  year 

(74%) 

419% 

(93%) 

436% 

93% 

(a)  Wyly  adopted  two  new  accounting  standards  of  the  Financial  Accounting  Stan- 
dards Board  in  1981.  Results  for  1981  and  1980  have  been  restated  to  reflect 
the  new  method  of  accounting  for  certain  exchange  gains  and  losses  from  for- 
eign currency  translations.  1981,  1980,  and  1979  have  been  restated  for  the  new 
method  of  accounting  for  compensated  absences. 

(b)  Includes  $13.4  million  after-tax  gain  from  an  AT&T  antitrust  settlement. 

(c)  Extraordinary  credit  of  $3.8  million  represents  utilization  of  net  operating  loss 
carry-forwards. 
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(d)  Consists  of  operating  loss  carry-forward  credits  of  $1  1.4  million  in  taxes  on  the 
AT&T  settlement,  Careal's  Datran  bankruptcy  claim  of  $1.3  million,  and  general 
tax  credits  from  past  operating  losses  of  $3  million. 

(e)  Extraordinary  credits  from  Careal's  Datran  bankruptcy  claim  of  $1.1  million  and 
tax  credits  from  past  operating  losses  of  $0.3  million  (primarily  from  the  utiliza- 
tion of  tax  loss  carry-forwards). 

(0  Extraordinary  credit  of  $72.7  million  egual  to  the  difference  between  the  debt 
cancelled  in  the  1978  recapitalization  ($102.4  million)  and  the  value  of  the  stock 
($25.6  million)  and  cash  ($4.1  million)  exchanged  for  it. 

• Wyly  pretax  profits  were  7%  in  1981,  down  from  9%  in  1980,  due  to  costs 
related  to  integrating  new  software  products,  worldwide  marketing  expansion, 
developing  improved  computing  services  capabilities,  and  continued  low 
margins  in  the  equipment  distribution  business. 

• Wyly  reported  revenue  for  the  nine  months  ending  September  1982  of  $123.4 
million,  up  17%  from  $105.9  million  for  the  same  period  in  1981.  Income 
before  taxes  and  extraordinary  credit  decreased  7%  to  $7.5  million  from  $8.1 
million.  Net  income  decreased  12%  to  $6.4  million  from  $7.3  million. 

Earnings  declines  were  attributed  in  part  to  an  inventory  write-down  at 
the  company's  turnkey  systems  and  equipment  sales  business.  Digital 
Systems  of  Florida,  Inc. 

The  write-down  resulted  from  differences  between  recorded  and 
physical  inventory  quantitites  and  reduced  earnings  before 
extraordinary  credit  by  $500,000. 

. Additional  differences  of  $1.5  million,  which  could  reduce  future 
earnings  before  extraordinary  credit  by  as  much  as  $830,000,  are 
being  investigated. 

• UCC  spent  $2.5  million  on  research  and  development  in  both  1981  and  1980. 
Expenditures  were  $2.3  million  in  1979. 

» In  March  1980  an  out-of-court  settlement  was  made  with  AT&T  in  connection 
with  a suit  charging  that  AT&T's  data  communications  monopoly  bankrupted 
Wyly's  Datran  subsidiary.  Of  the  $50  million  settlement,  Wyly  received  $25 
million;  the  trustee  for  bankrupt  Datran  received  $11. 5 million;  and  attorneys 
and  other  litigation  costs  claimed  $13.5  million. 

In  December  1981  Datran's  trustee  made  the  final  distribution  of  funds 
for  debts  incurred  by  Datran.  Except  for  Careal  Holding  AG  and  Wyly, 
all  allowed  claims  against  Datran  have  been  paid. 

► In  the  first  half  of  1982  Careal  Holding  AG,  a Swiss  holding  company,  acquired 
approximately  250,000  additional  shares  of  Wyly  stock,  bringing  its  ownership 
position  in  the  company  to  58%.  In  July  Careal  announced  its  intention  to  buy 
another  250,000  shares,  which  will  bring  its  ownership  to  60%. 
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• UCC  acquired  the  following  companies  in  1981  and  1982. 

In  July  1981  UCC  acquired  the  Systems  Division  of  Valuation  Research 
Corporation  of  Des  Plaines  (IL)  for  $2  million  in  cash  and  notes.  The 
transaction  included  four  accounting  software  products,  a client  base 
of  300,  and  a staff  of  30.  1980  revenue  for  this  division  was  approxi- 
mately $ 1 .6  million. 

In  November  1981  UCC  acquired  Fortex  Data  Corporation,  a privately- 
held  firm  headquartered  in  Chicago.  Fortex,  with  60  employees  and 
revenue  of  about  $6  million,  markets  financial  applications  software 
and  has  a client  base  of  200.  Fortex  has  been  integrated  with  UCC's 
Applications  Software  Division.  Revenue  from  Fortex  was  included 
from  the  date  of  acquisition  and  contributed  approximately  $800,000  to 
Wyly's  1981  revenue. 

In  May  1982  UCC  acquired  GfA  Exdata,  a group  of  six  German  service 
bureaus  headquartered  in  Nuremberg.  GfA,  with  revenue  of  approxi- 
mately $6  million,  has  over  2,000  clients  and  specializes  in  commercial 
batch  financial  applications.  The  company  also  markets  turnkey 
systems  to  selected  industries.  GfA  will  be  integrated  with  UCC's 
Automation  Center  International  division. 

• UCC  is  organized  into  five  units,  as  seen  in  Exhibit  A. 

• As  of  December  1981 , UCC  had  1 ,740  employees,  of  which  700  were  in  foreign 
locations.  There  are  currently  1,851  employees,  divided  as  follows: 


Digital  Systems  of  Florida,  Inc.  145 

Software  Group  600 

Computing  Services  Division  358 

U.K.  Computing  Services  Division  178 

Automation  Centers  International  485 

Administrative  85 


1,851 
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EXHIBIT  A 


ORGANIZATION  CHART 


O 


• Turnkey  Systems 
— Accounting 

— Construction 
— Legal 

• Hardware 


• Systems  Software 
Division 

• Scientific  and 
Engineering 

• Computing  Services 
— London 

• Computing  Services 
— Brussels 

• Applications  Software 

— Processing 

— Birmingham 

Division 

— Dusseldorf 

• Software  Products 

• Manufacturing  Systems 
Division 

— Manchester 

— Frankfurt 

International 

— Turnkey 

— Paris 

— Ffamburg 

— Software 

— The  Hague 

— Hannover 

— Processing 

— Frankfurt 

— Munich 

— Stuttgart 

— Vienna 

— Zurich 

UNIVERSITY  COMPUTING  COMPANY 


UNIVERSITY  COMPUTING  COMPANY 


KEY  PRODUCTS  AND  SERVICES 

• UCC  divides  its  business  into  four  areas:  processing  services,  software  prod- 
ucts, turnkey  systems,  and  hardware  sales.  A three-year  summary  of  revenue 
by  business  segment  follows: 


UCC 

REVENUE  BY  BUSINESS  SEGMENT 
($  millions) 


FISCAL  YEAR 

ITEM 

1981 

Percent 
of  Total 

1980 

Percent 
of  Total 

1979 

Percent 
of  Total 

Processing  services 

Domestic 

$29.5 

20% 

$ 25.9 

22% 

$22.0 

25% 

Foreign 

35.9 

46.0 

45.7 

Subtotal 

65.4 

45 

71.9 

61 

67.7 

78 

Software  products 

(domestic)* 

Operating  (systems) 

20.3 

14 

15.2 

13 

1 1.3 

13 

Applications 

16.2 

J1 

1 1.9 

J1 

M 

9 

Subtotal 

36.5 

25 

27.1 

23 

19.4 

22 

Turnkey  systems 

Domestic 

16.0 

10 

9.5 

8 

_ 

Foreign 

0.9 

J_ 

- 

- 

- 

Subtotal 

16.9 

1 1 

9.5 

8 

Hardware  (domestic) 

27.9 

19 

9.3 

_8 

- 

_ 

Total 

$146.7 

100% 

$ 117.8 

100% 

$87.1 

100% 

* Revenue  derived  from  foreign  countries  is  included  with  U.S.  operations  since  it  is 
considered  U.S.  export  revenue,  not  revenue  from  foreign  operations. 


• Processing  services,  provided  in  the  U.S.  by  the  Computing  Services  Division, 
grew  l^%  in  1981  to  $29.5  million. 

All  1981  revenue  was  from  remote  computing  services.  Interactive 
processing  represented  97%  and  remote  batch  and  other  processing  3% 
of  the  total.  Sale  of  raw  computer  time  represented  15%  of  revenue  in 
1981  and  1980. 

Processing  revenue  is  derived  primarily  from  civil,  structural,  elec- 
tronic, nuclear,  and  petroleum  engineering;  manufacturing;  and  mathe- 
matical and  engineering  analysis  companies.  Major  applications  are 
listed  in  Exhibit  B. 
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EXHIBIT  B 

UCC  U.S.  NETWORK  PROFILE 


APPLICATION  AREA/PRODUCT  NAME 

• 

OPERATING  ENVIRONMENT 

- UNIVAC  1108,  1100/82 

- CDC  CYBER  175,  176 

- IBM  370/168 

- PRIME  750 

• 

PROGRAMMING  LANGUAGES 

- FORTRAN 

- COBOL 

• 

DATA  MANAGEMENT  STRUCTURE 
- DB4  - SPREAD 

DRS 

• 

CHEMICAL  ENGINEERING 

- CHEMSHARE 

- PDSMS 

- CPPDMS 

- PPDS 

- HEXTRAN 

- SSI  PROCESS 

- IRIS 

- SYNGAS 

- NGPA 

- VLE/REGRESS 

- OLI 

- ASPEN  PLUS 

• 

CIVIL  ENGINEERING 

- COGO 

- ROADS 

- HEC  PROGRAMS 

- SEPOL 

- LEASE 

- STRESS  II 

- MCS 

- TOPOLOGY 

- PCA's  Concrete 

Structures 

- POLYSEWR 

- POSTEN 

- TRI*DRILL 

- TRI*MAT 

• 

MECHANICAL  ENGINEERING 

- AC-2 

- PLDES 

- AIDEX 

- SINDA 

- FRNC-5 

- TRI*VESSEL 

- HEATINGS 

- TRI*VEX 

- HTRI 

- VESSEL 

- LUMEN  II 

- WERCO 

• 

PETROLEUM  ENGINEERING 

- AIMS  III 

GASDEL 

PLDES 

- BHP 

GASPVT  - 

POZ 

- COMPET 

GWT 

SPOT 

- CORES 

MBNCE 

TRACY 

- EC01 

MEDSYSTEM  - 

UNIT 

- ELOG 

OILPVT 

WTRFLD 

• 

STRUCTURAL  ENGINEERING 

- ANSYS  - 

MRI/MARRS  - 

SHCP 

- EASE2 

NASTRAN 

SPACE  IV 

- FASOR  - 

PISCES 

STAAD-III 

- HEAT 

TRANSFER 

SACS 

SAP 

STARDYNE 

STRUDL 

- KSHEL 

SEPS  - 

STEALTH 

- MATERIAL 
BALANCE 

SHAKE 

PDSI 

STRUDL 

- MARC 

• 

OTHER  ENGINEERING 

- GPSS/UCC 

- PROJECT/2 

- PMCS 

- BES 

- POWERNET 

- AXCESS 

APPLICATION  AREA/PRODUCT  NAME 

• 

ELECTRIC  POWER  INDUSTRY 

- 

ACSL 

- 

MARCH 

- 

AMPX  II 

— 

MORSE-CG 

- 

ANISN-W 

— 

NORGE 

- 

ANSYR 

— 

PDQ-7  ARMP 

- 

ARMP 

— 

PDQ-7  VERSION  II 

- 

BEACON 

y. 

PEPSE 

- 

BLAST-2 

— 

PSEQGN 

- 

CASK 

— 

QAD-P5A 

- 

CASMO 

— 

RELAP3/MOD40 

- 

COBRA-IV-I 

— 

RELAP4/MOD5 

- 

COMETHE-3J 

— 

RELAP4/MOD6 

- 

CONTEMPT  El 

— 

RELAP5 

CONTEMPT4  MOD2A  - 

RETRAN 

- 

CORRAL 

— 

SETS 

- 

CRAC 

— 

SHAKE  2 

- 

DOE-2 

— 

SHUFFLE-EI 

- 

DOMINO 

— 

SIMULATE 

- 

DOT  3.5/DOT  4 

— 

STEALTH 

- 

FMS 

— 

SUPERFLUSH 

- 

FRAP-S3 

— 

TCOPY 

- 

FRAP-T3 

— 

TPREL 

- 

FRAPCON 

TOODEE2 

- 

GAPCON3 

— 

VITAMIN-C 

- 

GARDS 

— 

WAM-BAM 

- 

HEATING5 

— 

WAM-CUT 

- 

KENO  IV 

• 

ELECTRONICS 

- 

ATLAS-99 

— 

PREDICTOR 

- 

CAPSIL 

— 

SCEPTRE 

- 

LASAR 

- 

SPICE 

- 

MAGIC 

— 

UCCAP 

- 

MICROPROCESSOR 

• 

MANAGEMENT  SCIENCE 

- 

ACSL 

IMSL 

- SIMSCRIPT 

- 

APEX  III 

MATH 

— STAT  Packages 

_ 

BMDP  Series 

Packages 

- SAS/ETS 

_ 

DOMINO  “ 

MIMIC 

- SAS/GRAPH 

_ 

FMPS 

MODEL 



GAMMA  ~ 

SAS 

- 

SETS 

• 

MANUFACTURING 

- 

Numerical  Control 

— 

Lathe  Module 

- 

UCC-APT 

- 

NC  PLOT  II 

- 

Interactive  APT 

- 

Postprocessors 

• 

PIPING  ANALYSIS 

- 

ADLPIPE 

- NUPIPE  - TRIFLEX 

- 

ANSYS 

- PIPANL-3  - UCCPIPE 

- 

EZFLEX 

- PIPLIN 

- 

MSC/NASTRAN 

- SUPERPIPE 

• 

OTHER 

- 

LIBRARIAN  - 

UTYPE 

- SOLCOST 

- 

PANVALET  - 

DISSPLA 

- FCHART 

- 

ROSCOE 

SACM 

- CPS-1 

- 

TSO 

SUPERTAB 

- 

FASTEXT 

UNIPLOT 
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. Numerical  control  systems  include  APT  programming  of  ma- 
chine tools  for  multiple  axis  contouring  and  graphic  display  of 
geometry  and  tool  motion.  Postprocessors  for  translating  APT 
into  machine  tool  language  for  specific  tool/controller  combina- 
tions are  also  available. 

. Nuclear  energy  systems  include  over  50  programs  to  simulate 
nuclear  reactor  design  and  operations. 

. Oil  and  gas  systems  calculate  value,  reserves,  taxes,  and  ex- 
penses for  oil  property;  simulate  pipeline  construction,  flow,  and 
economics;  calculate  gas  and  oil  well  requirements,  capacities, 
and  performance;  and  track  well  utilization  and  production. 

. Structural  analysis  systems  include  finite  element  analysis, 
engineering  analysis,  modeling,  and  linear  analysis  for  steel  and 
concrete  buildings,  marine  risers  and  caissons,  offshore  struc- 
tures, and  petrochemical  plants  and  refineries. 

. Building  energy  systems  include  analysis  and  simulation  for 
building  energy  consumption,  lighting  requirements,  and  con- 
struction of  prestressed  concrete  structures. 

. Electronics  systems  include  evaluation  of  electronic  component 
reliability  and  quality  as  well  as  simulation  of  automatic  test  set 
operation. 

New  products  announced  during  the  past  year  include  the  following. 

. The  NUPIPE  series  of  systems  for  pipe  stress  and  pipe  rupture 
design  and  analysis,  developed  by  QUADREX  Corporation,  were 
introduced  in  October  1981. 

. DB4,  a UCC  developed  relational  data  base  management  system, 
was  made  available  in  October  1981.  Features  include  tabular 
data  structure  for  simple  data  base  definition,  simplified  query 
language,  a report  writer,  and  a COBOL/Fortran  interface. 

. PDSI  STRODE,  a structural  analysis  and  design  program  devel- 
oped by  Programs  for  Structural  Design,  Inc.,  was  introduced  in 
September  1981.  The  system  includes  a problem-oriented  lan- 
guage, functional  programs,  and  a large  choice  of  finite  ele- 
ments. It  handles  welding  analysis  and  design  and  1978  AISC 
code  checking  and  verification. 

. STAAD-III,  a structural  analysis  and  design  package  for  the 
engineering  of  steel  structures  developed  by  Research  Engi- 
neers, became  available  in  November  1981.  Functions  include 
static  and  dynamic  analysis  of  complex  structures  and  graphics 
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capabilities.  The  I960  American  Institute  of  Steel  Construction 
tables  are  incorporated  for  steel  design,  code  checking,  and 
member  selection. 

UCC  PIPE,  a pipe  stress  program  which  fulfills  piping  design 
requirements  for  the  hydrocarbon  processing  and  power  indus- 
tries, was  introduced  in  December  1981. 

y 

BMDP  (Biomedical  Data  Processing  System),  a data  description 
and  statistical  analysis  system  containing  three  dozen  programs, 
was  released  in  January  1982.  Statistical  analysis  features 
include  Box-Jenkins  time  series,  frequency  table,  and  regression 
analysis. 

MODEL,  developed  by  Lloyd  Bush  & Associates  and  introduced 
in  February  1982,  is  a financial  modeling  system  which  assists  in 
business  planning  and  risk  analysis.  Applications  include  spread- 
sheet analysis  and  financial  statement  generation  and  consolida- 
tion. 

In  January  1982  two  new  SAS  (Statistical  Analysis  System) 
programs  became  available. 

SAS/ETS  (SAS  Econometrics  and  Time  Series  Library) 
provides  procedures  for  time  series  forecasting  and 
regression  and  simultaneous  equation  model  estimation 
and  simulation. 

SAS/GRAPH  is  a graphics  package  which  produces  color 
charts  and  plots,  three-dimensional  displays,  and  slides. 
Previously  produced  displays  can  be  reproduced,  and 
titles  and  footnotes  can  be  added  to  any  SAS  output. 

PPDS  (Physical  Property  Data  Systems),  introduced  in  February 
1982,  provides  information  for  the  design  of  chemical  equipment 
using  data  bases  which  include  the  physical  properties  of  over 
400  chemicals. 

ASPEN  PLUS,  a chemical  process  simulator  and  economic 
evaluation  system,  became  available  in  June  1982  under  an 
agreement  with  Aspen  Technology,  Inc.  The  package  is  a com- 
mercial version  of  ASPEN  (Advanced  Systems  for  Process  Engi- 
neering), developed  by  MIT.  ASPEN  PLUS  performs  steady  state 
material  and  energy  balances  and  estimates  cost  of  equipment. 
Applications  include  coal  gasification  and  liquefaction,  chem- 
ical, petroleum,  hydrometalurgical,  paper,  pulp,  food,  and  envi- 
ronmental controls  recovery  processing. 

In  June  1982  UCC  acquired  exclusive  timesharing  marketing 
rights  to  AXCESS,  an  energy  analysis  system,  from  Vinokur- 
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Pace  Engineering  Services,  Inc.  AXCESS  selects  the  most 
energy-efficient  mechanical  and  electrical  systems  for  build- 
ings, using  local  weather  data. 

MARC,  a group  of  structural  engineering  programs  developed  by 
MARC  Analysis  Research  Corporation,  was  released  in  August 
1982.  A general  purpose  finite  element  program  for  use  in  large 
and  complex  structural  models,  MARC  allows  users  to  select 
from  libraries  for  elements,  materials,  and  structural  proce- 
dures. 


. UCC  announced  the  availability  of  two  solar  energy  products  in 
August  1982.  The  products  allow  choice  of  weather  data  from 
hundreds  of  U.S.  locations. 

SOLCOST,  developed  by  Solar  Environmental  Engineering 
Company,  estimates  life  cycle  costs  for  solar  energy 
systems  and  calculates  the  most  efficient  solar  collector 
area  and  tilt  angle.  SOLCOST  also  evaluates  air  systems 
and  systems  using  heat  pumps  and  absorbtion  cooling. 

FCHART,  developed  by  the  University  of  Wisconsin's 
Solar  Energy  Laboratory,  estimates  long-term  thermal 
performance  and  life  cycle  costs  of  solar  energy  systems. 

. CPS- 1 (Contour  Plotting  Software),  developed  by  Radian  Cor- 
poration and  introduced  in  August  1982,  produces  graphic  dis- 
plays of  three-dimensional,  multiple  surfaces  with  an  emphasis 
on  contour  plots  from  gridded  or  irregularly  spaced  data  points. 
Included  are  trend  and  residual  analysis.  Inference  of  second 
horizons,  and  smoothing  and  filtering  of  geophysical  data. 

. AIMS  III,  a synthetic  seismic  modeling  system  developed  by 
GeoQuest,  was  released  in  September  1982.  The  system  aids  the 
petroleum  industry  In  locating  hydrocarbons  and  drilling  areas  by 
providing  an  accurate  model  of  the  earth's  subsurface  based  on 
geologic  characteristics. 

UCC's  numerical  control  (NC)  systems  are  marketed  under  the  product  name 
UCC-APT  and  are  available  as  software  products,  turnkey  systems,  or  pro- 
cessing services.  All  modes  are  marketed  by  UCC's  Manufacturing  Systems 
Division,  formed  in  February  1982  as  a unit  of  the  Computing  Services  Divi- 
sion. The  UCC-APT  software  runs  on  DEC  PDP-I  I or  VAX  minicomputers 
and  IBM  mainframes.  Over  105  software  products  and  70  turnkey  systems 
have  been  sold.  UCC  began  marketing  its  UCC-APT  turnkey  systems  in  the 
United  Kingdom  and  Australia  in  the  summer  of  1982.  New  developments 
include: 

Interactive  APT,  a complete  interactive  processing,  on-line  editing  and 

plotting  package  designed  for  the  smaller  metalworking  firm.  The 
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package  operates  on  DEC  PDP-I  I minicomputers  and  is  offered  as  a 
turnkey  system  priced  at  $30,000  to  $40,000. 

In  September  1982  UCC  announced  UCC/CAM-lOO,  a simple,  low  cost, 
high  performance  NC  turnkey  system.  The  system,  scheduled  for 
availability  in  January  1983,  runs  on  DEC  Professional  325/350  micro- 
computers. Software  consists  of  a standard  module  and  optional 
modules  for  lathe  and  mill  programming.  Prices  for  the  turnkey  system 
range  from  $10,000  to  $20,000,  depending  on  options  selected. 

Processing  services  in  Europe  are  provided  through  two  divisions.  1981 
revenue  was  $35.9  million,  a 22%  decrease  from  1980  revenue  of  $46  million. 
The  decrease  was  due  to  the  depressed  European  economy  and  the  weakening 
of  foreign  currency  exchange  in  relation  to  the  U.S.  dollar. 

The  U.K.  Computing  Services  Division,  the  original  UCC  international 
operation,  maintains  data  centers  in  London  and  Birmingham  (UK). 
Applications  used  on  the  network  are  about  evenly  divided  between 
scientific  and  commercial  work.  Offered  are; 

. Services  to  users  in  the  Netherlands  and  the  United  Kingdom. 

. Scientific  and  engineering  applications  similar  to  those  offered 
in  the  U.S.  on  a remote  computing  basis. 

. Standard  packages  covering  payroll  and  personnel,  credit  and 
business  accounting,  inventory,  management  systems  for  local 
usage,  and  financial  planning  and  control  (primarily  batch  ser- 
vices). 

. An  option  for  customers  to  link  their  own  minicomputers  to  the 
UCC  network  for  distributed  data  entry  and  processing. 

Automation  Center  International  (ACI),  headquartered  in  Wettingen, 
Switzerland,  was  acquired  in  1969  and  maintains  data  centers  in  10 
cities. 


ACI  expanded  its  market  position  and  service  offerings  in 
Germany  in  May  1982  with  the  acquisition  of  GfA  Exdata  and  its 
six  service  bureaus  located  in  Hamburg,  Hannover,  Frankfurt, 
Stuttgart,  Munich,  and  Dusseldorf.  GfA  specializes  in  general 
ledger,  costing,  and  payroll  batch  processing  for  automobile, 
wholesale,  textile,  and  construction  materials  dealers. 

ACI's  applications  are  all  commercial.  Included  are: 

Services  to  users  in  Austria,  Belgium,  Germany,  and 
Switzerland. 
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Batch-oriented  general  business  applications  such  as 
accounting,  payroll,  costing,  statistics,  and  inventory. 
Major  industries  served  include  wholesale  distribution, 
direct  mail,  and  tourism.  ACI  also  serves  the  auto- 
motive, banking,  construction,  insurance,  publishing, 
metals,  and  textile  industries. 

An  option  for  customers  to  use  local  minicomputers  for 
data  entry. 

. Turnkey  systems  using  Hewlett-Packard  hardware  are  also 
available,  primarily  for  the  automobile,  tourism,  and  wholesale 
suppliers  industries. 

• UCC  reported  1981  software  revenue  of  $36.5  million,  a 35%  increase  over 
1980.  Over  6,960  packages  have  been  installed.  Products  available,  shown  in 
Exhibit  C,  operate  on  IBM  360,  370,  303X,  43XX,  and  compatible  systems. 

Over  5,305  systems  software  products  have  been  installed  since  1971. 
Ten  products  are  available  through  UCC's  Systems  Software  Division. 

. UCC  TWENTY,  available  since  October  1981,  is  the  most  recent 
product  introduction  in  this  area.  UCC  TWENTY  is  an  OS  JCL 
generator  which  works  in  conjunction  with  UCC  TWO  to  ease 
the  transition  from  DOS  to  OS  and  is  sold  only  to  new  or  existing 
UCC  TWO  customers. 

The  product  automatically  enforces  user-defined  JCL 
standards  and  simplifies  JCL  creation. 

A CICS  front-end  featuring  formatted  screens  for  enter- 
ing variable  input  was  added  to  the  product  in  January 
1982. 

. UCC  began  marketing  its  systems  software  products  in  Japan  in 
June  1981  through  a license  agreement  with  Computer  Applica- 
tions Company  Ltd.  of  Tokyo. 

UCC's  Software  Products  International  Division  markets  systems 
software  products  worldwide  through  its  London  headquarters,  offices 
in  France  and  Germany,  distributors  throughout  Europe,  and  in  Asia, 
South  Africa,  Australia,  and  Israel. 

The  Applications  Software  Division  provides  financial  industries  and 
general  financial  software  products.  Revenue  increased  36%  in  1981  to 
$16.2  million. 

. Over  950  financial  industry  products  have  been  installed  since 
1972.  The  ILO  (Instalment  Loan  Online)  system  was  added  in 
May  1982.  Written  in  COBOL,  ILO  is  an  on-line  component  of 
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EXHIBIT  C 

UCC  SOFTWARE  PRODUCTS 


PRODUCT  NAME 

FUNCTION 

PRICE* 

Operating  Software 
UCC  ONE 

Tape  Management 

$19,000 

UCC  TWO 

DOS  to  OS  Conversion 

38,500 

UCC  THREE 

Disk  Management  (DASD) 

17,000 

UCC  SIX 

Partitioned  Data  Set  Management 

' 7,750 

UCC  SEVEN 

Automated  Production  Control 

55,000 

UCC  EIGHT 

Maintenance  Tracking/Management 
Support 

40,500 

UCC  TEN 

Data  Dictionary /Manager 

24,000 

UCC  ELEVEN 

Job  Tracking  and  Control 

16,000 

UCC  TWENTY 

OS  JCL  Generator 

10,500 

UCC  RELIABILITY  PLUS 

Reliability  Measurement 

16,500 

Financial  Software 
UCC  GIF 

Customer  Information  File 

UCC SUPER  MICR 

MICR  Check  Processing 

Upon  request. 

UCC  CLS 

Commercial  Loan  System 

Prices  vary 

UCC  ILS 

Instalment  Loan  System 

depending  on 

UCC  ILO 

Instalment  Loan  Online 

components 

UCC  CPAS 

Customer  Profitability  Analysis 

purchased. 

UCC  PIPS 

Electronic  Funds  Transfer 

operating  system. 

UCC  ACM 

Asset  Card  Management 

and  access  method. 

UCC  CTS 

Consumer  Transaction  System 

UCC  FCS 

Financial  Control  for  Banks 

Commercial  Financial  Software 
UCC  FCS 

Financial  Control 

UCC  APO 

Accounts  Payable  Online 

Upon  request. 

UCC  APS 

Accounts  Payable  System 

Prices  vary 

UCC  FAS 

Fixed  Asset  Management  System 

depending  on 

UCC  CPS 

Capital  Project  Control  System 

components 

UCC  LAS 

Lease  Management  and  Administration 

purchased. 

UCC  TPS 

Tax  Planning  and  Compliance 

operating  system. 

UCC  ITS 

Inflation  Trends  Service 

and  access  method. 

UCC  FORTEX  CARMS 

Accounts  Receivable 

Manufacturing  Software 
UCC-APT 
— Basic  Level 

Numerical  Control 

$15,000 

— Intermediate  Level 

25,000 

— Advanced  Level 

40,000 

UCC  Lathe  Module 

Lathe  Programming  Language 

5,000 

UCC  Postprocessors 

Postprocessor  for  Machine/Tool  Control 

3,500  - 15,000 

UCC  NC-Plot  II 

NC  Graphics  Display 

3,500 

Generalized  Postprocessors 
(G-POSTS) 

Postprocessors  for  Machine/Tool  Control 

— Lathe 

15,000 

— Milling/Machine 

20,000 

Interactive  APT 
(Turnkey  System) 

Numerical  Control 

30,000  - 40,000 

UCC/CAM-100 
(Turnkey  System) 

Numerical  Control 

10,000  - 20,000 

'Prices  subject  to  change. 
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UCC's  Instalment  Loan  System  and  features  data  entry,  recon- 
ciliation, and  data  inquiry. 

. Over  705  general  financial  products  have  been  installed  since 
1975.  New  products  include: 

UCC  APO  (Accounts  Payable  Online),  introduced  in  July 
1981,  supports  entry,  full  editing,' and  inquiry  for  ac- 
counts payable  and  purchase  order  control  functions  as 
well  as  on-line  correction  to  the  rotating  error  file. 

UCC  Fortex  CARMS  (Commercial  Accounts  Receivable 
Management  System),  written  in  COBOL,  is  offered  as  a 
result  of  the  acquisition  of  Fortex  Data  Corporation  in 
November  1981.  There  are  217  installations  of  the 
product. 

• Turnkey  systems  and  computer  equipment  are  sold  by  Digital  Systems  of 
Florida,  Inc.  (DSF),  headquartered  in  Pensacola.  DSF  was  acquired  by  UCC  in 
February  1980  and  generated  $42.1  million  in  1981  revenue. 

DSF's  1981  turnkey  revenue  was  $14.2  million,  an  increase  of  49%  over 
1980  revenue  of  $9.5  million.  DSF  markets  turnkey  systems  for  the 
accounting,  construction,  and  legal  professions.  About  1,600  systems 
have  been  installed  since  1975. 

. The  Client  Accounting  System  is  marketed  to  accounting  firms 
on  DEC  PDP-8  and  -II  minicomputers. 

Applications  available  include  client  write-up  (an  en- 
hanced general  ledger),  time  and  billing,  practice  man- 
agement, accounts  payable/receivable,  payroll.  Form 
1040,  and  some  state  tax  preparation  forms,  loan  amorti- 
zation, asset  depreciation,  and  word  processing. 

Prices  for  the  turnkey  system  start  at  under  $10,000  for 
PDP-8  users.  For  PDP-I  I users,  prices  range  from  about 
$20,000  to  $80,000,  depending  on  options  selected. 

• There  are  about  1,400  installations  of  the  Client 
Accounting  System. 

. In  1981  the  Contractor  Management  System  was  introduced  for 
the  construction  industry.  It  is  sold  on  DEC  PDP-I  Is. 

Applications  available  include  accounts  payable,  purchase 
order,  inventory  control,  payroll,  job  and  equipment 
costing,  and  general  ledger.  All  software  modules  are 
totally  integrated. 
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The  system  ranges  in  price  from  over  $25,000  to  $80,000, 
depending  on  options  selected.  There  are  about  200 
installations  of  the  Contractor  Management  System. 

. The  Legal  Practice  Management  System,  scheduled  for  introduc- 
tion in  January  1983,  will  be  marketed  to  attorneys  to  help 
manage  expenses,  scheduling,  and  client  accounting. 

Applications  include  time  analysis,  cash  flow  and  man- 
agement reporting,  staff/client  scheduling  and  budgeting, 
work  in  progress,  accounts  payable,  accounts  receivable, 
general  ledger,  payroll,  and  word  processing. 

The  system  runs  on  DEC  PDP-I  I minicomputers,  with 
prices  ranging  from  over  $25,000  to  $80,000,  depending 
on  options  selected. 

1981  revenue  from  equipment  sales  was  $27.9  million,  up  200%  from 
$9.3  million  in  1980.  The  large  increase  resulted  principally  from 
increased  efforts  to  sell  equipment  due  to  inventory  overcommitments 
in  early  1981. 

. DSF's  Computer  and  Terminal  Exchange  markets  DEC  minicom- 
puters and  peripherals,  Texas  Instruments  terminals,  supplies 
(including  floppy  disks,  ribbons,  and  paper),  components,  and 
accessories  worldwide. 

. DSF  became  an  authorized  distributor  of  IBM  display  terminals 
and  printers  in  July  1982. 

INDUSTRY  MARKETS 

• UCC's  products  and  services  are  marketed  across  industry  sectors.  Major 
areas  of  concentration  include  engineering,  consulting  and  design,  petro- 
chemical and  energy,  electronics  and  electrical  utilities,  manufacturing, 
banking  and  accounting,  construction,  and  government. 
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GEOGRAPHIC  MARKETS 

• Geographic  revenue  Is  distributed  as  follows: 


UCC 

REVENUE  BY  GEOGRAPHIC  REGION 
($  millions) 


1981 

1980 

1979 

1978 

1977 

Revenue 

. U.S. 

. Western  Europe 
. Canada 

$ 109.9 
35.1 
1.7 

$71.8 

44.9 

l.l 

$41.4 

45.0 

0.7 

$36.3 

40.1 

0.5 

$34.6 

33.6 

0.7 

$ 146.7 

$ 17.8 

$87.1 

$76.9 

$68.9 

Income  before  tax  and 
extraordinary  item 

. U.S. 

. Western  Europe 
. Canada 

$ II. 1 
0.9 
0.2 

$ 9.6 
3.1 
0.1 

$ 3.5 
5.5 

$ 2.2 
5.9 

$ 0.8 
4.6 

Unallocated  corporate 
expenses 

( 1.7) 
$ 10.5 

(2.2) 
$ 10.6 

(1.7) 
$ 7.3 

(3.3) 
$ 4.8 

(8.0) 

$ (2^ 

Revenue  is  also  derived  from  Mexico,  Australia,  Japan,  South  America, 
South  Africa,  and  the  Middle  East.  Revenue  derived  from  countries 
other  than  Western  Europe  and  Canada,  primarily  from  software  prod- 
ucts, is  included  with  U.S.  operations  since  it  is  considered  U.S.  export 
revenue,  not  revenue  from  foreign  operations. 

UCC  offices  are  located  in  35  U.S.  and  Canadian  cities,  15  European 
locations,  and  in  Melbourne,  Australia. 

Distributors  are  located  in  Western  Europe,  South  Africa,  Japan,  Indon- 
esia, New  Zealand,  Australia,  Israel,  and  Singapore. 

COMPUTER  HARDWARE 


UCC  serves  Canadian  and  U.S.  clients  from  its  Dallas  data  center.  Equipment 
as  of  September  1982  Includes: 

2 Univac  I IOO/82s. 

3 Univac  I 108s. 

I CDC  CYBER  175. 

1 CDC  CYBER  176. 

2 IBM  370/ 1 68s. 

4 Prime  750s. 

• 
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European  data  centers  are  operated  in  London  and  Birmingham,  United  King- 
dom; Wettingen,  Switzerland;  Vienna  and  Weis,  Austria;  Dusseldorf,  Frankfurt, 
Hamburg,  Hannover,  Munich,  and  Stuttgart,  Germany;  and  Brussels,  Belgium. 
Collectively,  these  centers  have  the  following  equipment  installed: 

I Univac  1100/62. 

5 Univac  I 108s. 

5 IBM  370s. 

5 Siemens  7000s. 

10  HP  3000s. 

1 DEC  VAX. 

2 ICLs. 

UCC's  Dallas  data  center  has  been  linked  with  the  computer  utility  center  in 
London  since  1981,  making  CYBER  and  larger  Univac  systems  available  to 
European  customers. 

Communications  are  via  microwave,  leased  lines.  Tymnet,  Telenet,  and  in- 
WATS  services.  UCC  installed  a private  packet-switched  telecommunications 
network  in  the  summer  of  1982. 
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COMPANY  PROFILE 


UNIVERSITY  COMPUTING  COMPANY 

UCC  Tower 
Exchange  Park 
Dallas,  TX  75235 
(214)  353-7100 


John  Kason,  Chairman  and  President 
Subsidiary  of  Wyly  Corporation 
Public  Corporation:  NYSE 
Total  Employees:  1,575 
Total  Revenue,  Fiscal  Year  End 
12/31/80:  $117,828,000 


THE  COMPANY 

• Wyly  Corporation  was  formed  in  1963  in  Dallas,  Texas.  Through  its  wholly 
owned  subsidiary.  University  Computing  Company  (UCC),  Wyly  provides  soft- 
ware products,  computing  services,  and  sells  turnkey  minicompxjter  systems 
and  computer  equipment  through  centers  and  sales  offices  in  the  United 
States,  Canada,  arxi  Western  Europe. 

• UCC's  1980  revenue  was  $117.8  million,  a 35%  increase  over  1979.  Income 
before  taxes  and  extraordinary  items  increased  48%.  UCC  has  been  profitable 
every  year  since  recapitalization  in  1978.  A five-year  summary  follows: 
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UCC 

FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


- — .^...FISCAL  YEAR 
ITEM  

1980 

1979 

1978 

1977 

1976 

Revenue  (a) 

. Percent  increase 
(decrease)  from 

$117,828 

$87,147 

$76,943 

$68,866 

$61,801 

previous  year 

Income  (loss)  before 
taxes  and 

35% 

13% 

12% 

11% 

(1%) 

extraordinary  items 
. Percent  increase 

$ 11,011 

$ 7,439 

$ 4,801 

$(2,626) 

$(3,647) 

from  previous  year 
Income  (loss)  before 

48% 

55% 

283% 

28% 

40% 

extraordinary  item 
. Percent  increase 
(decrease)  from 

$ 19, 549(b) 

$ 4,735 

$ 2,586 

$(4,634) 

$(71,050) 

previous  year 

313% 

83% 

156% 

93% 

(36%) 

Extraordinary  credit 

$ 15, 836(c) 

$ 1, 489(d) 

$72,761 (e) 

- 

- 

Net  income  (loss) 

. Percent  increase 
(decrease)  from 

$ 35,385 

$ 6,244 

$75,347 

$(4,634) 

$(71,050) 

previous  year 

467% 

(92%) 

$ 1,726% 

93% 

(36%) 

Earnings  (loss)  per  share 
. Percent  increase 
(decrease)  from 

$ 2.79 

$ 0.54 

$ 7.49 

$ (2.23) 

$(34.13) 

previous  year 

417% 

(93%) 

436% 

93% 

(36%) 

(a)  Restated  to  exclude  interest  income  from  gross  revenue.  Interest  is  now 
reported  as  other  income  before  taxes. 


(b)  Includes  $13.4  million  after-tax  gain  from  AT&T  antitrust  settlement. 

(c)  Consists  of  operating  loss  carry-forward  credits  of  $11.4  million  in  taxes  on 
AT&T  settlement,  Careal's  Datran  bankruptcy  claim  of  $1.3  million,  and 
general  tax  credits  from  past  operating  losses  of  $3.1  million. 

(d)  Extraordinary  credits  from  Careal's  Datran  bankruptcy  claim  of  $1.1  million 
and  tax  credits  from  past  operating  losses  of  $0.4  million. 

(e)  Extraordinary  credit  of  $72.7  million  equal  to  the  difference  between  the  debt 
cancelled  in  the  1978  recapitalization  ($102.4  million)  and  the  value  of  the 
stock  ($25.6  million)  and  cash  ($4.1  million)  exchanged  for  it. 
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• UCC  reported  revenue  for  the  six  months  ending  June  1981  of  $66.7  million,  up 
22%  from  1980.  Income  before  tax  and  extraordinary  item  decreased  47%  to 
$3.2  million.  Net  income  decreased  91%  to  $2.8  million.  Related  per  share 
income  decreased  9%  to  $0.14.  These  decreases  resulted  principally  from 
unrealized  translation  losses  from  UCC's  European  operations. 

• UCC  spent  $2.5  million  on  research  and  development  in  1980.  1979  expendi- 
tures were  $2.3  million,  and  I978's  were  $1.8  million. 

• In  March  1980,  an  out-of-court  settlement  was  mode  with  AT&T,  in  connection 
with  a suit  charging  AT&T's  data  communications  monopoly  bankrupted  Wyly's 
Datran  subsidiary.  Of  the  $50  million  settlement,  Wyly  received  $25  million, 
the  trustee  for  bankrupt  Datran  received  $1  1.5  million,  and  attorneys  and 
other  litigation  costs  claimed  $13.5  million. 

• In  the  last  year  UCC  has  announced  three  acquisitions. 

In  February  1980,  UCC  acquired  Digital  Systems  of  Florida,  Inc.  (DSI) 
for  $16.3  million  in  cash,  and  additional  contingency  payments.  $1.5 
million  in  payments  were  mode  in  1980. 

. Cash  for  this  transaction  was  obtained  from  convertible  deben- 
tures purchased  by  Cared  Holding  AG,  which  subsequently 
exercised  its  option  to  convert  the  debentures  into  approxi- 
mately two  million  shares  of  common  stock.  This  Ixjosted 
Careal's  holdings  to  56%  and  controlling  interest  in  Wyly. 

. DSI  revenue  for  fiscal  year  end  September  1980  was  $16.5 
million,  an  increase  of  134%  over  1979  and  367%  over  1978.  Net 
income  for  1980  was  $1.5  million,  an  increase  of  92%  over  1979 
and  547%  over  1978. 

. DSI  markets  turnkey  systems  consisting  of  its  specialized  soft- 
ware matched  with  DEC  minicomputers  for  accounting,  con- 
struction, and  legal  firms. 

In  November  1980,  UCC  announced  the  acquisition  of  the  Paperless 
Item  Processing  (PIPS)  Division  of  Financial  Industry  Systems  of  Hart- 
ford, CT. 

. The  acquisition  includes  the  PIPS  product  line,  a client  base  of 
over  250  financial  institutions  and  support  staff. 

. PIPS  is  an  integrated  electronic  funds  transfer  package  for 
clearing  financial  transactions  with  automated  clearinghouses. 

In  July  1981,  UCC  acquired  the  Systems  Division  of  Valuation  Research 
Corporation  of  Des  Plaines,  IL.  Form  of  payment  was  cash  and  notes. 
The  transaction  includes  four  accounting  software  products,  a client 
base  of  300,  and  a staff  of  30.  1 980  (FY  9/30/80)  revenue  for  this 

division  was  approximately  $1.6  million. 
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• UCC  is  organized  into  five  units,  as  seen  in  Exhibit  A. 

• As  of  December  I960,  UCC  had  1,575  employees,  of  which  725  were  in  foreign 
locations.  They  are  divided  as  follows: 


Digital  Systems  of  Florida,  Inc.  76 

Software  Group  376 

Computing  Services  Division  338 

European  Utility  Division  292 

Automation  Centers  International  433 

Administrative  60 


1,575 


KEY  PRODUCTS  AND  SERVICES 


• UCC  divides  its  business  Into  four  areas:  processing  services,  software 

products,  turnkey  systems,  and  hardware  sales.  A five-year  summary  follows: 

UCC 

REVENUE  BY  BUSINESS  SEGMENT 
($  millions) 


1980 

1979 

1978 

1977 

1976 

Processing  Services 

$ 

71.9 

$ 

67.7 

$ 59.7 

$ 

55.1 

$ 

50.4 

Software  Products 

27.1 

19.4 

17.2 

13.8 

11.4 

Turnkey  Systems 

9.5 

- 

- 

- 

- 

Hardware 

9.3 

— 

_ 

Total 

$ 

117.8 

$ 

87.1 

$ 76.9 

$ 

68.9 

$ 

61.8 

Processing  services,  provided  in  the  U.S.  by  the  Computing  Services  Division, 
grew  18%  in  1980  to  $25.9  million. 

All  1980  revenue  was  from  remote  computing  services.  Interactive 
processing  represented  25%  and  remote  batch  75%  of  the  total.  Sale  of 
raw  computer  time  has  fallen  from  60%  of  1978  revenue  to  15%  in  1979 
and  1980. 

Processing  revenue  is  derived  primarily  from  the  civil,  structural, 
electronic,  nuclear,  and  petroleum  engineering,  manufacturing,  and 
mathematical  and  engineering  analysis  companies.  Major  applications 
are  listed  in  Exhibit  B. 
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EXHIBIT  A 

ORGANIZATION  CHART 


WYLY 


UCC 


DIGITAL 

SYSTEMS 

SOFTWARE 

GROUP 

COMPUTING 

SERVICES 

DIVISION 

EUROPEAN 

UTILITY 

AUTOMATION 
CENTERS  GROUP 

(U.S.) 

(Worldwide) 

(U.S.) 

(Europe) 

(Europe) 

• Turnkey  Systems 

- accounting 

- construction 


• Software  Products 

- op>erating 

- applications 


• Scientific  and 
Engineering 
- Data  Processing 


• Computing  Services 

- London 

- Birmingham 

- Manchester 

- Paris 

- The  Hague 

- Frankfurt 


• Computing  Services 

- Brussels 

- Ousseldorf 

- Frankfurt 

- Hamburg 

- Munich 

- Stuttgart 

- Vienna 

- Zurich 
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UNIVERSITY  COMPUTING  COMPANY 

EXHIBIT  B 

UCC 

U.S.  NETWORK  PROFILE 


APPLICATION  AREA/PRODUCT  NAME 

• 

OPERATING  ENVIRONMENT 

- UNIVAC  1108,  1100/81 

- CDC  CYBER  175,  176 

- IBM  370/168 

• 

PROGRAMMING  LANGUAGES 

- FORTRAN 

- COBOL 

• 

DATA  MANAGEMENT  STRUCTURE 

- DB4 

- DRS 

• 

STRUCTURAL  ENGINEERING 

- ANSYS 

- STAR  DYNE 

- EASE  2 

- STRESS  II 

- MSC/NASTRAN 

- SUPERTAB 

- SEPS1-6 

- MRI/MARS 

- SPACE  IV 

- SACS  III 

- PSOI  STRUDL 

• 

GENERAL  ENGINEERING 

- BES 

- TRC  DRILL 

- LUMEN  II 

- MCS 

- POSTEN 

- CONCRETE 

STRUCTURES 

• 

ELECTRIC  POWER 

- ACSL 

- FRAP-S3 

- AMPX-II 

- FRAP-T3 

- ANISN-W 

- GAPCON  3 

- ARMP 

- HEATING  6 

- BEACON 

- KENO  IV 

- BLAST-2 

- LEOPARD 

- CASMO 

- LION  4 

- CITATION 

- MORSE-CG 

- COBRA-IV-I 

- MOXY 

- COMETHE-3J 

- NORGE 

- CONCEN 

- PDQ-7  ARMP 

- CONTEMPT-LT26 

- PDQ-7  VERSION  II 

- CONTEMPT4/ 

- PEPSE 

MOD2A 

- QAD-P5A 

- DOE-2 

- RELAP3/MOD40 

- DOMINO 

- RELAP4/MOD5 

- DOT  3.5/ DOT  4 

- RELAP4/MOD6 

- FMS 

APPLICATION  AREA/PRODUCT  NAME 

• 

PIPING  ANALYSIS 

- AUTOFLEX 

_ 

SUPERPIPE 

- EZ  FLEX 

— 

TRIFLEX 

- DYNAFLEX 

• 

HEAT  TRANSFER 

- AC2  - AIDEX 

- HTRI 

- SINDA  - HEAT  TRANSFER 

-VESSEL  - MATERIAL  BALANCE 

- WERCO  - FRNC-5 

• 

OIL  AND  GAS 

- COMPET  - MBNCE 

- TCON 

- H.COMP  - OILPUT 

- BHP 

- MTRAN  - POZ 

- CORES 

- SSTRAN  - SPOT 

- EC01 

- TLIQ  - TRACY 

- GASDEL 

- WTRFLD  - UNIT 

- GASPUT 

- PLDES 

- GWT 

• 

CHEMICAL  PROCESS 

- CHEMSHARE 

— 

SSI  PROCESS 

- IRIS 

— 

SSI  DELTA 

- NGPA 

— 

ECES 

- PDSMS 

- 

PRACHEM 

• 

ELECTRONICS 

- LASAR-5-1 

— 

PREDICTOR 

- MAGIC 

— 

SPICE 

- MICROPROCESSOR 

- 

UCCAP 

• 

MANUFACTURING 

- NUMERICAL  CONTROL 

- UCC-APT 

- ADVANCED  CONTOURING  MODELING 

- LATHEMODULE 

- POSTPROCESSORS 

• 

MATH/STATISTICS 

- FMPS 

— 

GPSS/UCC 

- CAMMA 

— 

IMSL 

- SAS 

— 

MIMIC 

- STAT 

- 

SIMSCRIPT 

• 

OTHER 

- ROSCOE 

— 

UNIPLOT 

- LIBRARIAN 

— 

PROJECT  2 

- WORD  PROCESSING 

— 

DISPLA 

- PANVALET 

— 

SAEM 

- TSO 

— 

UTYPE 

- FASTEXT 
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. Numerical  control  systems  include  APT  programming  of  machine 
tools  for  multiple  axis  contouring  and  graphic  display  of 
geometry  and  tool  motion.  Postprocessors  for  translating  APT 
into  machine  tool  language  for  specific  tool/controller  combina- 
tions are  also  available. 

. Nuclear  energy  systems  include  50  programs  to  simulate  nuclear 
reactor  design  and  operations  problems. 

. Oil  and  gas  systems  calculate  value,  reserves,  taxes,  and 

expenses  for  oil  property;  simulate  pipeline  construction,  flow, 
and  economics;  calculate  gas  and  oil  well  requirements,  capaci- 
ties, and  performance;  and  track  well  utilization  and  production. 

. Structural  analysis  systems  include  finite  element  analysis, 
engineering  analysis,  modeling,  and  linear  analysis  for  steel  and 
concrete  buildings,  marine  risers  and  caissons,  and  offshore 
structures. 

. Building  energy  systems  include  analysis  and  simulation  for 

building  energy  consumption,  lighting  requirements,  and  con- 
struction of  prestressed  concrete  structures. 

. Electronics  systems  include  evaluation  of  electronic  component 
reliability  and  quality  as  well  as  simulation  of  automatic  test  set 
operation. 

UCC  announced  a series  of  new  products  in  I960  and  the  first  half  of 

1981: 


UCC  acquired  the  Interactive  APT  System  from  Digital  Manu- 
facturing Systems.  Interactive  APT  provides  simplified  numeri- 
cal control  programming  for  small  or  infrequent  system  users, 
giving  online  error  correction  and  graphics  display  of  geometry 
and  tool  motion. 

UCC  developed  Generalized  Postprocessors  that  bridge  the  gap 
between  custom  and  noncustom  numerical  control  software 
requirements.  The  Generalized  Postprocessors  are  offered  for 
each  major  machine  category  and  considerably  reduce  the  lead 
time  for  postprocessor  implementation. 

UCC  acquired  from  OLI  Systems  exclusive  remote  computing 
rights  for  ECES  and  FRACHEM,  which  provide  simulations  for 
cleaning  chemical  and  refinery  pollution,  ammonia  spills,  and 
other  chemical  and  thermodynamic  problems. 

UCC  added  EASE2,  a general-purpose,  finite  element  analysis 
program  for  static  and  dynamic  analysis  of  large,  complex 
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structures,  and  PROJECT /2  a project  scheduling  and  control 
system. 

. Implemented  djring  the  summer  of  1981  was  the  Generation 
Availability  Reporting  Data  System  (UCC  GARDS),  a specialized 
electric  power  utility  reporting  system  for  the  National  Electric 
Reliability  Council. 

• Processing  services  in  Europe  are  provided  through  two  divisions.  1980 
revenue  was  $44.9  million.  Income  before  tax  and  extraordinary  item  fell  39% 
to  $3.3  million. 

The  Computer  Utility  Division,  the  original  UCC  international  opera- 
tion, maintains  data  centers  in  London  and  Birmingham  (UK).  Applica- 
tions used  on  the  network  are  about  evenly  divided  between  scientific 
and  commercial  work.  Offered  are; 

. Services  to  users  in  Belgium,  France,  Germany,  the  Netherlands, 
and  the  United  Kingdom. 

. Scientific  and  engineering  applications  similar  to  those  offered 
in  the  U.S.  on  a remote  computing  basis. 

. Standard  packages  covering  payroll,  credit  accounting,  inven- 
tory, management  systems  for  local  usage  (primarily  batch 
services). 

. An  option  for  customers  to  link  their  own  minicomputers  to  the 
UCC  network  for  distributed  data  entry  and  processing. 

Automation  Center  International  was  acquired  in  1969  from  Walter 
Haefner  Holding  AG  and  maintains  data  centers  in  nine  cities.  Applica- 
tions are  all  commercial.  Offered  are; 

. Services  to  users  in  Austria,  Belgium,  Germany,  and  Switzerland. 

. Batch-oriented  general  business  applications  such  as  accounting, 
payroll,  statistics,  and  inventory  to  the  automotive,  banking, 
construction,  insurance,  publishing,  metals,  textile,  and  whole- 
sale industries. 

. An  option  for  customers  to  use  local  minicomputers  for  data 
entry. 

• UCC  reported  1980  software  revenue  of  $27.1  million,  a 40%  increase  over 
1979.  Products  available,  shown  in  Exhibit  C,  operate  on  IBM  360/370/303X/ 
43XX  systems. 
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EXHIBIT  C 

UCC  SOFTWARE  PRODUCTS 


PRODUCT  NAME 

FUNCTION 

PRICE* 

Ooeratina  Software 

UCC  ONE 

Tape  management 

$17,000 

UCC  TWO 

DOS  to  OS  conversion 

38,500 

UCC  THREE/ADAM 

Disk  management 

15,000 

UCC  SIX 

Partitioned  data  set  management 

7,750 

UCC SEVEN 

Automated  production  control 

49,500 

UCC  EIGHT/CRISS 

Maintenance  tracking 

40,000 

UCC  TEN 

Data  dictionary /manager 

24,000 

UCC  ELEVEN 

Job  tracking  and  control 

15,000 

UCC  Reliability  Plus 

Reliability  measurement 

15,000 

Financial  Software 

UCC  FCS 

Financial  control  for  banks 

Upon  request 

UCC  Cl F 

Customer  information  file 

Prices  vary 

UCC  SUPER  MICR 

MICR  check  processing 

depending  on 

UCC  CLS 

Commercial  loan  system 

components 

UCC  1 LS 

Installment  loan  system 

purchased. 

UCC  CPAS 

Customer  profitability  analysis 

operating 

software 

system,  and 

UCC  PIPS 

Electronic  funds  transfer 

access  method 

UCC  ACM 

Asset  card  management 

UCC  CTS 

Consumer  transaction  system 

Commercial  Financial  Software 

UCC  CFCS 

Financial  control  for  nonbanking 

clients 

$42,500-80,000 

UCC  APS 

Accounts  payable  system 

24,000-60,000 

UCC  FAS 

Fixed  asset  management  system 

25,000-54,000 

UCC  CPS 

Capital  project  control  system 

7,500-  9,000 

UCC  LAS 

Lease  analysis  system 

25,000-30,000 

UCC  TPS 

Tax  planning  and  compliance 

30,000-45,000 

UCC  ITS 

Inflation  trends  service 

Upon  request 

Manufacturinq  Software 

UCC  APT 

Numerical  control 

- Basic  Level 

$15,000 

- Intermediate  Level 

25,000 

- Advanced  Level 

40,000 

UCC  Lathe  Module 

Lathe  programming  language 

$5,000 

UCC  Postprocessors 

Postprocessor  for  machine/tool 

control 

$3,500-15,000 

UCC  NC  Plot  II 

NC  graphics  display 

$3,500 

Generalized  Postprocessors 

Postprocessors  for  machine/tool 
control 

- Lathe 

$7,000 

- Milling/machine 

5,000 

Interactive  APT 
(total  package) 

Numerical  control 

$37,500 

* PRICES  SUBJECT  TO  CHANGE 
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Systems  software  products  have  been  marketed  by  UCC  since  1971. 
Eleven  products  are  available,  three  of  which  have  been  added  in  the 
last  year; 

. UCC  ELEVEN,  introduced  in  March  1980,  is  a job  rerun  tracking 
and  control  system  for  OS/VS  operating  systems. 

. CRISS,  an  on-line  CICS  application,  tracks  hardware  and  soft- 
ware outages,  network  maintenance,  data  center  auditing  and 
usage.  CRISS  was  acquired  from  Amdax  Corporation  in  May 
1981  and  has  been  renamed  UCC  EIGHT/CRISS. 

. UCC  began  marketing  its  system  software  products  in  Japan 
beginning  in  June  1981  through  a license  agreement  with 
Computer  Applications  Company  Ltd.  of  Tokyo. 

Applications  software  marketed  by  UCC  covers  the  banking,  general 
financial,  and  manufacturing  industries.  Applications  software  reported 
operating  losses  in  1975  through  1978,  marginal  profits  in  1979,  and 
significant  profits  in  1980. 

. Since  their  introduction  in  1975,  about  500  installations  of 
general  financial  products  have  been  completed.  Applications, 
including  accounting  and  modified  banking  packages,  operate  on 
large-scale  IBM  and  Burroughs  mainframes.  New  products 
include; 

UCC  APS,  accounts  payable  system  with  purchase  order 
control. 

UCC  FAS  (Fixed  Assets  Management  System),  UCC  CPS 
(Capital  Project  System),  UCC  TPS  (Tax  Preparation 
System),  UCC  LAS  (Lease  Analysis  System),  and  UCC  ITS 
(Inflation  Trending  Service)  acquired  from  American 
Valuation  Consultants. 

. The  Paperless  Item  Processing  System  (PIPS)  is  an  integrated 
system  for  handling  various  electronic  funds  transfer  functions 
that  relate  to  automated  clearinghouses  (ACH).  Components  of 
the  system  automate  deposit,  payment  and  funds  transfer 
services.  There  are  three  features; 

PIPS  Transit  Facility  edits  data  from  the  ACH,  banks,  or 
corporations.  Items  for  payment  are  routed  or  processed, 
allowing  direct  deposit  and  automatic  recurring  payment. 
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PIPS-BY-PHONE,  a consumer  bill  paying  and  funds 
transfer  package,  allows  customers  to  instruct  financial 
institutions  to  make  fxiyments  and  transfers  to  appro- 
priate merchants. 

PIPS  GIRO,  a corporate  cash  management  service, 
deposits  remittances  directly  to  banks  while  generating 
transaction  details  for  the  accounting  department. 

. UCC's  Consumer  Transaction  System  (CTS)  was  enhanced  to 
support  ATM  software  and  asset  card  management  from  addi- 
tional types  of  terminals. 

. Customer  Profitability  Analysis  System  (CPAS)  analyzes 
commercial  loan  profitability. 

• UCC  numerical  control  products  are  available  as  software  products,  turnkey 
systems,  or  processing  services.  The  UCC  APT  software  is  available  on  DEC 
minicomputers  or  the  Hewlett-Packard  HP  Plus  program.  All  modes  are 
marketed  by  the  Computing  Services  Division.  There  have  been  approximately 
150  software  products  sold  to  date.  New  products  and  updates  include; 

UCC-NC-PLOT  II,  an  enhanced  numerical  control  plotting  program  for 
users  of  UCC-APT  PDP-I I systems. 

Interactive  APT,  a complete  interactive  processing,  on-line  editing  and 
plotting  package  operating  on  DEC  PDP-1  1/03  minicomputers  and 
offered  as  turnkey  systems. 

European  software  revenue  was  approximately  $2.5  million  in  I960,  up 
from  $2.1  million  in  1979.  UCC's  software  products  have  been 
marketed  in  Europe  since  1973. 

• Turnkey  systems  are  sold  by  DSI.  I960  revenue  was  $18.8  million  or  16%  of 
the  company's  total.  Of  this,  $9.5  million  came  from  turnkey  systems  and  $9.3 
million  from  equipment  sales. 

The  Client  Accounting  System  is  marketed  to  accounting  firms  on  DEC 
PDP-8S  and  I Is  (Series  320,  330,  350). 

. Applications  available  include  client  write-up  (an  enhanced 

general  ledger),  time  and  billing,  practice  management,  accounts 
payable/receivable,  payroll  and  Form  1040  tax  preparation,  and 
some  state  tax  preparation  forms. 

. Software  for  the  Client  Accounting  System  starts  at  $12,500  for 
one  module.  A packaged  system,  including  hardware,  ranges 
from  $17,000  to  $65,000. 
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. There  are  over  800  installations  of  the  Client  Accounting 
System. 

In  I960,  the  Contractor  Management  System  was  introduced  for  the 
construction  industry.  It  is  sold  on  DEC  PDP-I  Is  (Series  320,  330,  350). 

. Applications  available  include  accounts  payable,  payroll,  job 
costing,  and  general  ledger.  All  software  modules  are  totally 
integrated. 

The  system  costs  up  to  $15,000  for  the  software.  When  sold  with 
hardware,  prices  range  between  $35,000  and  $65,000.  There  are 
currently  50  installations. 

The  Legal  Practice  Management  System,  Introduced  in  January  1981,  is 
marketed  to  attorneys  to  help  manage  expenses,  scheduling,  and  client 
accounting. 

. Applications  include  time  analysis,  cash  flow  and  management 
reporting,  staff  scheduling,  work  in  progress,  accounts  payable, 
accounts  receivable,  and  general  ledger. 

. Operating  on  DEC  PDP-I  I Series  330  and  350  minicomputers, 
the  system  costs  up  to  $12,000  for  software  and  $40,000  to 
$60,000  for  a packaged  system. 


GEOGRAPHIC  MARKETS 


ucc 

REVENUE  BY  GEOGRAPHIC  REGION 
($  millions) 


1980 


1979 


1978 


1977 


Revenue 

. U.S. 

. Western  Europe 
. Canada 


$ 71.8 
44.9 


l.l 


$41.4  $ 36.3  $ 34.6 

45.0  40.1  33.6 

0.7  0.5  0.7 


Income  before  tax 
and  extraordinary 
item 


. U.S. 


9.8 

3.3 

0.1 


3.7 

5.4 


2.2 

5.9 


0.8 

4.6 


. Western  Europe 
. Canada 
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COMPLfTER  HARDWARE 

• UCC  serves  Canadian  and  U.S.  clients  from  its  Dallas  data  center.  Equipment 
os  of  December  31,  1980,  includes: 

I Univac  1100/81. 

5 Univac  1 108s. 

I CDC  Cyber  175. 

I CDC  Cyber  1 76. 

1 IBM  370/168. 

2 Prime  750s. 

• European  data  centers  are  operated  in  London  and  Birmingham,  United 
Kingdom;  Wettingen,  Switzerland;  Vienna  and  Weis,  Austria;  Dusseldorf, 
Frankfurt,  Hamburg,  Munich,  and  Stuttgart,  Germany;  and  Brussels,  Belgium. 
Collectively,  these  have  seven  Univac  I 108s  and  eleven  IBM  or  Siemens  large- 
scale  computers  installed. 

• In  1980,  UCC  linked  its  Dallas  data  center  with  the  computer  utility  center  in 
London.  The  new  service  makes  CYBER  and  larger  Univac  systems  available 
to  European  customers.  There  are  currently  three  users. 

• Communications  are  via  microwave,  leased  lines.  Tymnet,  Telenet,  and  in- 
WATS  services. 
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COMPANY  HIGHLIGHT 


UNIVERSITY  COMPUTING  COMPANY 

UCC  Tower 
Exchange  Park 
Dallas,  TX  75235 
(214) 353-7100 


John  Kason,  Chairman  and  President 
Subsidiary  of  Wyly  Corporation 
Public  Corporation 
Total  Employees:  1,580 
Total  Revenues,  Fiscal  Year  End 


12/31/79:  $87,100,000 


THE  COMPANY 

• University  Computing  Company  (UCC)  was  formed  in  1963  to  sell  computer 
time.  From  1964  to  1972,  UCC  acquired  or  developed  organizations  in  fields 
of  terminal  manufacturing,  insurance,  computer  leasing  and  energy  services. 
In  1969,  the  company  established  a wholly  owned  subsidiary,  Datran,  to 
construct  and  operate  a data  communications  system  to  compete  with  AT&T. 
In  December  1972,  Wyly  Corporation  was  formed  and  the  computer  services 
functions  were  concentrated  in  UCC.  From  January  I,  1970,  through 
December  31,  1977,  the  company  incurred  cumulative  net  losses  in  excess  of 
$265  million.  During  the  years  1972  to  1976,  UCC  sold  its  computer 
equipment  manufacturing,  computer  leasing,  energy  services  and  insurance 
operations.  In  August  1976,  Datran  filed  a bankruptcy  petition. 

• In  February  1978,  Wyly  successfully  completed  a recapitalization  plan  that 
included: 

A reverse  one-for-four  stock  split  of  the  $8,605,361  shares  of  common 
stock  previously  issued. 

An  exchange  of  9,343,030  shares  of  post-split  Wyly  common  capital 
stock  in  the  amount  of  $4,073,000  for  notes  payable,  debentures  and 
other  obligations,  including  accrued  interest,  in  the  aggregate  amount 
of  $102,434,000. 

• As  a result  of  the  divestitures  and  bankruptcy,  Wyly's  sole  remaining  business 
is  providing  computer  services  through  its  subsidiary  operation.  University 
Computing  Company. 

• Careal  Holding  AG,  a Swiss  investment  firm,  currently  owns  50%  of  Wyly.  In 
June  1980,  Wyly  stockholders  approved  the  issuance  of  $16,592,000  principal 
amount  of  6%  convertible  subordinated  debentures  in  exchange  for  a 
$16,280,000  loan  from  Careal.  The  new  6%  convertible  debentures  permit 
Careal  to  convert  the  debt  into  approximately  two  million  shares  of  Wyly 
common  stock  on  February  18,  1981,  or  thereafter,  in  which  case  the  debt 
would  be  extinguished.  If  exercised,  Careal  will  increase  its  ownership  of  Wyly 
to  57.3%. 
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• Wyly's  revenues  in  1979  were  $89,020,000,  a 13%  gain  over  1978  revenues  of 
$78,877,000.  Income  before  extraordinary  credits  was  $4,735,000,  represent- 
ing an  83%  increase  over  1978.  This  increase  was  attributable,  in  part,  to  a 
reduction  in  interest  expense  of  $987,000  on  obligations  exchanged  under  the 
recapitalization  plan  in  1978.  A five-year  financial  summary  follows: 


WYLY  CORPORATION 
FIVE-YEAR  FINANCIAL  SUMMARY 


($  Thousands,  Except  Per  Share  Data) 


-.-...FISCAL  YEAR 

ITEM  ■ 

1979 

1978 

1977 

1976 

1975 

EDP  services 

$87,147 

$76,943 

$68,866 

$ 61,801 

$ 62,175 

Interest  and  other 
income 

$ 1,873 

$ 1,934 

? 1.921 

$ 1,649 

$ 2,645 

Total  revenue 

$89,020 

$78,877 

$70,787 

$ 63,450 

$ 64,820 

\\ 

Income  (loss)  before 
taxes  and  extra- 
ordinary item 

$ 7,439 

$ 4,801 

$(2,626) 

$ (3,647) 

$ (6,121) 

\5,'2 

Income  (loss)  before 
extraordinary  item 

$ 4,735 

$ 2,586 

$(4,634) 

$(71,050) 

$(52,246) 

Extraordinary  item 

$ 1,489^°^ 

$72,761 

- 

- 

- 

Net  income  (loss) 

$ 6,244 

$75,347 

$(4,634) 

$(71,050) 

$(52,246) 

Earning  (loss)  per 
share 

$ 0.54^^^ 

$ 7.49 

$ (2.23) 

$ (34.13) 

$ (25.10) 

(a)  Extraordinary  credits  of  $1,489,000  resulted  from  receipt  of  certain  net 
proceeds  of  $1,068,000  from  Careal  Holding's  Datran  bankruptcy  claim  and 
from  a reduction  in  income  taxes  of  $421,000  arising  from  carryforward  of 
prior  years'  operating  losses. 

(b)  Includes  an  extraordinary  credit  of  $0.13. 

(c)  Extraordinary  credit  resulting  from  the  recapitalization  plan  in  February  1978. 

• For  nine  mont>is  ended  September  30,  1980,  Wyly  reported  revenues  of  $86.3 
million,  up^%  over  revenues  of  $62.9  million  in  1979.  INPUT  estimates 
Wyly's  1980  revenues  will  be  in  the  $1  10  to  $120  million  range. 

• In  February  1980,  Wyly  purchased  all  of  the  outstanding  stock  of  Digital 
Systems  of  Florida,  Inc.  for  $16,280,000  in  cash,  plus  a commitment  to  pay  up 
to  an  additional  $4.5  million  in  cash  over  the  next  two  years  based  on  levels  of 
earnings.  For  the  fiscal  year  ended  September  20,  1979,  Digital's  total  sales 
were  $7,053,000  and  net  income  was  $407,000.  Funds  for  the  acquisition  were 
borrowed  from  Careal  Holding. 
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• On  March  10,  1980,  Wyly  announced  settlement  of  its  antitrust  suit  against 
AT&T  for  alleged  monopoly  of  data  transmission  services  which  forced  its 
Data  Transmission  Co.  (Datran)  into  bankruptcy.  In  the  out-of-court  settle- 
ment, AT&T  agreed  to  pay  Wyly  $50  million.  Wyly  expects  net  proceeds  of 
$25  million  after  payment  of  attorney  fees,  other  litigation  costs  and  transfers 
of  approximately  $1  1.5  million  to  the  trustee  for  the  bankrupt  Datran. 

• UCC's  organizational  structure  is  centered  within  two  fairly  autonomous 
operations:  U.S.  and  Europe. 

U.S.  operations: 

. Software  Division,  U.S.,  markets  UCC's  systems  and  applica- 
tions software  products. 

. Computing  Services  Division,  U.S.,  provides  processing  services 
to  U.S.  and  Canadian  clients. 

. Digital  Systems  Division,  U.S.  (formerly  Digital  Systems  of 

Florida,  Inc.),  markets  turnkey  systems  for  accountants  and 
construction  firms. 

European  operations: 

. European  Utility  provides  remote  computing  and  batch  services 
to  the  United  Kingdom  and  continental  Europe. 

. ACl  Division  (Automation  Centers  International)  provides 

industry-specialty  batch  services  and  turnkey  systems  to  cus- 
tomers in  Austria,  Belgium,  Germany  and  Switzerland. 

. Software  Products  International  Division  markets  and  supports 
UCC's  software  sales  in  Europe. 

• As  of  December  31,  1979,  UCC  had  approximately  1,580  employees,  of  which 
920  were  in  overseas  locations. 


KEY  PRODUCTS  AND  SERVICES 

• Approximately  75%  ($65.7  million)  of  UCC's  1979  revenues  were  derived  from 
processing  services  and  25%  ($21.4  million)  from  software  product  sales.  A 
further  breakdown  of  UCC's  revenues  are  estimated  as  follows: 
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($  Millions) 


Revenue  source 

U.S.  & 
Canada 

International 

Total 

Processing  services 
Remote  computing 

$22.0 

$22.0 

$44.0 

Batch 

- 

21.7 

21.7 

Software  products 
Operating  software 

11.3 

2.0 

13.3 

Applications  software 

8.1 

_ 

8.1 

$41.4 

$45.7 

$87.1 

• Approximately  33%  ($22  million)  of  UCC's  processing  revenues  comes  from 
U.S.  and  Canadian  clients  and  67%  ($43.7  million)  is  contributed  from 
European  operations.  Total  1979  processing  revenues  were  $65.7  million,  a 
gain  of  13%  over  1978  revenues  of  $58.3  million. 

U.S.  processing  revenues  increased  14%  in  1979.  Approximately  two- 
thirds  of  its  revenues  of  $22  million  is  derived  from  five  application 
areas:  numerical  control,  electronics,  nuclear  (plant  design),  structural 
analysis  and  petrochemical  applications.  The  largest  revenue-producing 
application  on  the  network  continues  to  be  UCC  APT,  a language 
processor  for  programming  numerical  control  machine  tools. 

UCC  expects  revenues  of  $28  million  in  1980  from  U.S.  processing 
services. 

A profile  of  applications  available  on  UCC's  network  is  presented  in 
Exhibit  A.  New  products  added  to  the  network  were: 

. EASE2,  a general-purpose,  finite  element  analysis  program  for 
static  and  dynamic  analysis  of  large,  complex  structures. 

. PROJECT/2,  a project  scheduling  and  control  system. 

UCC  has  been  emphasizing  use  of  its  application  products  on  its 
network  as  opposed  to  selling  bulk  computer  time.  Bulk  computer  time 
revenues  were  reduced  from  60%  of  total  processing  revenues  in  1978 
to  15%  in  1979. 

UCC's  European  processing  revenues  were  $43.7  million  in  1979,  up  12% 
over  1978  revenues  of  $39  million. 

The  European  Utility  Division  maintains  two  data  centers  in  London  and 
Birmingham  (UK).  Applications  used  on  the  network  are  about  evenly 
divided  between  scientific  and  commercial  work.  Offered  are: 
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EXHIBIT  A 
UCC 

U.S.  NETWORK  APPLICATION  PROFILE 


APPLICATION  AREA/PRODUCT  NAME 


• OPERATING  ENVIRONMENT 

- UNIVAC  1108,  1100/81 

- CDC  CYBER  175,  CYBER  170/750 

- IBM  370/168 

• PROGRAMMING  LANGUAGES  SUPPORTED 

- FORTRAN 

- COBOL 

• DATA  MANAGEMENT  SOFTWARE 

- db  IV  (UCC  DBMS) 

• CHEMICAL  ENGINEERING 

- IRISPDSMS 

• STRUCTURAL  ENGINEERING 

- ANSYS,  NASTRAN/COSMIC,  NASTRAN/MAC 
NEAL-SCHWENDLER,  PCA,  SACM,  SAP  4-6, 
SPESI-5,  SPACE  IV,  STRESS  II,  STRUDL-II, 
TRI  DRILL,  EASE2 

• MARINE  ENGINEERING 

- MRI/MARRS,  SACS  II,  SHIP  HULL 
CHARACTERISTICS 

• PIPING  ANALYSIS 

- ADLPIPE,  AUTOFLEX,  DYNAFLEX, 

EZFLEX,  FLANGE  DESIGN,  TRIFLEX, 
WERCO 

• HEAT  TRANSFER 

- AC-2,  AIDEX,  FRNC-5,  HTRI,SINDA 

• PROCESS  ENGINEERING 

- AMOCO,  CHEMSHARE,  NGPA,  SSI/100, 
SSI/DR  01 


APPLICATION  AREA/PRODUCT  NAME 


• ARCHITECTURAL  ENGINEERING 

- BUILDING  ENERGY  (EEC,  ERCK,  ERE, 
TCR),  110-ICES,  LUMEN-2,  MEDSI 

• ELECTRONICS 

- D-LASER,  MAGIC,  MICROPROCESSOR,  RM 
PREDICTOR,  SCEPTRE,  SPICE,  UCCAP, 
MONOCHIP 

• NUMERICAL  CONTROL 

- UCC  APT 

• LINEAR  PROGRAMMING 

- FMPS,  GAMMA  3.0  AND  3.4 

• MATH/STATISTICS 

- BMD  SERIES,  IMSL,  MATH-PACK, 
STAT-PACK 

• SIMULATION 

- GPSSV.GPSS/UCC,  MIMIC,  SIMSCRIPT 

• NUCLEAR  (MAJOR  CATEGORIES) 

- TRANSIENTS  AND  THERMAL  HYDRAULICS 

- LICENSING  AND  SAFETY  ANALYSIS 

- CONTAINMENT  ANALYSIS 

- SHIELDING  ANALYSIS 

- CROSS-SECTION  DATASET 

- IN-CORE  MANAGEMENT 

• OTHER 

- WORD  PROCESSING  (FASTEXT  AND  U TYPE) 

- FASBAC  APPLICATIONS  LIBRARY 

- PROJECT  MANAGEMENT  (N  5500, 
PROJECT/2) 

- VESSEL  DESIGN  (VESSEL  AND  WERCO) 
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. Scientific  and  engineering  applications  similar  to  those  offered 
in  the  U.S.,  in  addition  to  European-developed  products. 

. Standard  packages  covering  payroll,  credit  accounting  and 
management  systems  for  local  usage. 

. An  option  for  customers  to  link  their  own  minicomputers  to  the 
network. 

Automation  Centers  International  (ACI),  largest  of  the  six  UCC  divi- 
sions in  size  and  revenues,  provides  commercial  data  processing 
services  to  organizations  within  wholesale,  automotive,  banking, 
insurance,  construction,  metal,  textile  and  publishing  industries.  Appli- 
cations are  general  business  in  nature  and  batch-oriented:  accounting, 
payroll,  statistics,  stock  control  and  billing. 

. UCC  anticipates  the  ACI  Division  will  contribute  $29  million  in 
revenues  in  I 980. 

• UCC's  Software  Division  reported  revenues  of  $21.4  million  in  1979,  a 
gain  of  12%  over  1978  revenues  of  $19.1  million.  Total  software  product  sales 
for  both  U.S.  and  European  operations  are  expected  to  be  $24.5  million  in 
1980.  Historically,  software  sales  have  been  the  most  profitable  group  within 
UCC.  As  shown  in  Exhibit  B,  both  systems  software  and  applications  software 
products  are  offered. 

Operating  (or  systems)  software  products  have  been  marketed  by  UCC 
since  1971.  Ten  products  are  marketed,  two  of  which  have  been  added 
in  the  last  year: 

UCC  ELEVEN,  introduced  in  March  1980,  is  a job  rerun  tracking 
and  control  system  for  OS/VS  Operating  Systems. 

. The  ownership  and  marketing  rights  to  Dimension  V Batch  were 
acquired  from  Software  Systems  Corporation  in  August  1980. 
Dimension  V is  a data  center  scheduling  package. 

Applications  software  marketed  by  UCC  consists  of  products  for  the 
banking  industry,  general  financial  products  and  manufacturing  soft- 
ware. On  an  operational  basis,  applications  software  products  were 
unprofitable  from  1975  through  1978,  and  marginally  profitable  during 
1979.  New  products  announced  in  1980  included: 

. UCC  APS,  an  Accounts  Payable  module  for  UCC's  Financial 
Control  Systems  line. 

. System  enhancements  to  its  Consumer  Transaction  System 
(CTS),  which  supports  ATM  software  and  asset  card  manage- 
ment. 
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EXHIBIT  B 

UCC  SOFTWARE  PRODUCTS 


PRODUCT  NAME 

FUNCTION 

PRICE 

OPERATING  SOFTWARE 

UCC  ONE 

TAPE  MANAGEMENT 

$13,900 

UCC  TWO 

DOS  TO  OS  CONVERSION 

36,000 

UCC  THREE/ADAM 

DISK  MANAGEMENT 

1 1 ,000 

UCC  SIX 

PARTIONED  DATA  SET  SPACE 
MANAGER 

77,050 

UCC SEVEN 

AUTOMATED  PRODUCTION  CONTROL 

37,500 

UCC  TEN 

DATA  DICTIONARY/MANAGER 

18,000 

UCC  FIFTEEN 

JOB  RECOVERY  MANAGEMENT 

9,250 

UCC  R+ 

RELIABILITY  MEASUREMENT 

12,000 

UCC  ELEVEN 

JOB  TRACKING  AND  CONTROL 

12,500 

DIMENSION  V 

DATA  CENTER  SCHEDULING 

20,000-50,000 

APPLICATIONS  SOFTWARE 

UCC  FCS 

FINANCIAL  CONTROL  FOR  BANKS 

36,500-55,000 

UCC  FCO 

ON-LINE  VERSON  OF  FCS 

10,000-12,000 

UCC  Cl  F 

CUSTOMER  INFORMATION  FILE 

45,000-72,000 

UCC  MICR 

MICR  CHECK  PROCESSING 

45,000-90,000 

UCC  CLS 

COMMERCIAL  LOAN  SYSTEM 

40,000-60,000 

UCC  ILS 

INSTALLMENT  LOAN  SYSTEM 

40,000-60,000 

UCC  CTS 

CONTROLS  ATM  TRANSACTIONS 

50,000-60,000 

UCC  CFCS 

FINANCIAL  CONTROL  FOR 
NON-BANKING  CLIENTS 

36,000-55,000 

UCC  APS 

ACCOUNTS  PAYABLE 

20,000-50,000 

UCC  CPAS 

COMMERCIAL  LOAN  PROFITABILITY 

ON  REQUEST 

PIPS 

ELECTRONIC  FUNDS  TRANSFER 

ON  REQUEST 

MANUFACTURING 

UCC  APT 

NUMERICAL  CONTROL 

25,000 

UCC  LATHE  MODULE 

LATHE  PROGRAMMING  LANGUAGE 

5,000-12,500 

UCC  ADVANCED  CONTOURING  MODULE 

PROGRAM  TOOL  FOR  MULTI-AXIS 
MACHINES 

1 5,000 

UCC  POST  PROCESSORS 

POSTPROCESSOR  FOR  MACHINE/ 
TOOL  CONTROL 

3,500-15,000 

UCC  NC  PLOT  II 

NC  GRAPHICS  DISPLAY 

3,500 

INTERACTIVE  APT 

NUMERICAL  CONTROL 

ON  REQUEST 

7 of  10 

December  I960 

© 1980  by  INPUT,  Palo  Alto,  CA  94303.  Reproduction  Prohibited. 


INPUT 


COMPANY  HIGHLIGHT/UNIVERSITY  COMPUTING  COMPANY 


. UCC-NC-PLOT  II,  an  enhanced  numerical  control  plotting 
program  for  users  of  UCC-APT  on  DEC  PDP-I  I systems. 

. Interactive  APT  processing  system  was  acquired  from  Digital 
Manufacturing  Systems.  It  offers  complete  interactive  proces- 
sing, on-line  editing  and  plotting  capabilities.  Operational  on 
DEC  PDP-I  1/03  minicomputers,  UCC  will  be  marketing  the 
package  with  a PDP-I  1/03,  a reader/punch,  plotter,  console  and 
a post-processor  for  about  $35,000. 

. Paperless  Item  Processing  System  (PIPS)  was  acquired  from 
Financial  Industry  Systems  in  November  1980.  PIPS  is  an 
integrated  system  for  handling  various  electonic  funds  transfer 
functions  that  relate  to  the  automatic  clearinghouse.  Com- 
ponents of  the  system,  available  for  IBM  and  Burroughs  equip- 
ment, automate  deposit,  payment  and  funds  transfer  services. 

. Customer  Profitability  Analysis  System  (CPAS)  will  be  marketed 
to  financial  institutions  for  analysis  of  commercial  loan  profita- 
bility. 

• Digital  Systems  Division,  formerly  Digital  Systems  of  Florida,  grew  rapidly 
from  $1  million  in  sales  in  1977  to  $16  million  at  its  fiscal  year  end,  September 
1980.  1981  sales  projections  for  the  division  are  $31  million.  Turnkey  systems 
marketed  or  under  development  include  the  following: 

A Client  Accounting  System  is  marketed  to  accounting  firms  on  DEC 

PDP  8s  and  I Is  (Series  320,  350). 

. Applications  available  include  Client  Write-up  (an  enhanced 

general  ledger).  Time  and  Billing,  Practice  Management, 
Accounts  Payable/Receivable,  Payroll  and  Form  1040  Tax  Prep- 
aration for  federal  and  some  state  income  tax  returns.  Even- 
tually, all  state  income  tax  preparation  modules  will  be  available 
on  the  system. 

. Software  for  the  Client  Accounting  system  starts  at  $12,500  for 
the  Client  Write-up  module.  A packaged  system,  including 
hardware,  ranges  from  $17,000  to  $65,000. 

. There  are  over  600  installations  of  the  Client  Accounting 

System. 

In  1980,  the  Contractor  Management  System  was  released  for  the 

construction  industry.  It  is  sold  on  DEC  PDP  I Is  (320,  330,  350  Series). 
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. Applications  available  include  Accounts  Payable,  Payroll,  Job 
Costing  and  General  Ledger.  All  software  modules  are  totally 
integrated. 

. Pricing  starts  at  $15,000  for  the  software.  When  sold  with 
hardware,  prices  range  between  $35,000  to  $65,000. 

An  Attorney  Management  System  is  scheduled  for  release  in  January 
1981.  It  will  be  offered  on  DEC  PDP  I I s (320,  330,  350  Series)  and  will 
include  modules  for  Practice  Management,  General  Ledger  and  Word 
Processing. 


INDUSTRY  MARKETS 

• UCC's  industry  market  revenues  for  both  U.S.  and  European  operations  are 
estimated  as  follows: 


Discrete  manufacturing  20% 

Process  manufacturing  20 

Transportation  5 

Utilities  5 

Banking  and  finance  15 

Insurance  5 

Medical/hospital  2 

Education  2 

Distribution  15 

Government  3 

Services  5 

Other  industries  3 


100% 


GEOGRAPHIC  MARKETS  Approximately  52%  of  UCC's  total  revenues  are  derived 
from  European  operations  and  48%  from  U.S.  and  Canadian  clients. 


COMPUTER  HARDWARE 

• In  the  U.S.,  UCC  serves  Canadian  and  U.S.  clients  from  a data  center  in 
Dallas.  Equipment  at  the  center  consists  of: 

1 Univac  I 100/81. 

5 Univac  1 108s. 

I CDC  CYBER  175. 

I CDC  CYBER  170/750. 

1 IBM  370/168. 

I CDC  CYBER  176. 
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• Eleven  European  data  centers  are  maintained  in  the  United  Kingdom  and 
continental  Europe.  Equipment  at  the  centers  consists  of  Univac  I 108s,  IBM 
and  Siemens  systems. 

• in  1980,  UCC  established  an  operating  link  with  its  Dallas-based  center  and 
the  Computer  Utility  center  in  London.  The  new  service  makes  the  CYBER 
and  larger  Univac  systems  available  to  European  customers. 
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COMPANY  HIGHLIGHT 


UNIVERSITY  COMPUTING  COMPANY 

UCC  Tower 
Exchange  Park 
Dallas,  TX  75235 
(214) 353-7100 


John  Kason,  Chairman  and  President 
Subsidiary  of  Wyly  Corporation 
Total  Employees:  1,590 
Total  Revenues,  Fiscal  Year  End 
12/31/78:  $78,877,000 


THE  COMPANY 

• University  Computing  Company  (UCC),  formed  in  1963,  is  the  oldest  computer 
utility  services  vendor  in  the  U.S.  Although  the  company  has  been  plagued 
with  financial  difficulties  of  its  parent  organization  over  the  last  several 
years,  it  has  resolved  its  financial  problems  and  appears  to  be  making  positive 
efforts  to  maintain  and  expand  its  position  as  one  of  the  leading  suppliers  of 
processing  services  and  software  products. 

• UCC's  financial  problems  began  when  Sam  Wyly,  founder,  began  to  diversify  by 
absorbing  other  business  into  UCC.  Insurance,  terminal  manufacturing, 
computer  leasing,  and  energy  services  companies  were  acquired.  The  biggest 
gamble  of  all  was  starting  DATRAN  in  1968,  a data  communications  network 
service  in  direct  competition  with  AT&T.  In  December  1972,  Wyly  Corpora- 
tion was  formed  and  the  computer  services  functions  were  concentrated  in 
UCC. 

• DATRAN  was  a continual  drain  on  cash  which,  when  added  to  fire  and  casualty 
losses  of  the  Gulf  Insurance  Company,  proved  too  much  of  a burden  for  Wyly 
Corporation  to  carry.  The  insurance,  leasing,  energy  services,  and  terminal 
manufacturing  businesses  were  eventually  sold. 

• Through  August  1976  Wyly,  Careal  Holding  (a  Swiss  investment  firm  which 
currently  owns  50%  of  Wyly)  and  others  invested  $100  million  in  DATRAN. 
Unable  to  finance  DATRAN's  operating  losses  or  meet  cash  requirements  for 
further  development,  DATRAN  filed  a bankruptcy  petition  on  August  27,  1976. 

• In  February  1978,  Wyly  successfully  completed  a recapitilization  plan.  Under 
the  terms  of  the  plan,  approximately  $91.5  million  in  debt,  plus  related 
interest,  was  exchanged  for  9.3  million  shares  of  a post  reverse  split  of  Wyly 
common  stock  and  $4.1  million  in  cash. 

• Wyly's  1978  revenues  were  $78,877,000,  a 12%  gain  over  1977  revenues  of 
$70,787,000.  The  nine  month  operating  results  of  Wyly,  ended  September  30, 
1979,  shows  revenues  at  $64.1  million,  a 12%  increase  over  1978  revenues 
during  the  same  period  of  $57.1  million. 
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• A five-year  financial  summary  reflecting  company  losses  during  the  1974-77 
period  and  the  affect  of  the  recapitilization  plan  in  1978  follows: 

WYLY  CORPORATION 
FIVE  YEAR  FINANCIAL  SUMMARY 


($  Thousands,  Except  Per  Share  Data) 


--->.^CAL  YEAR 

ITEM 

1978 

1977 

1976 

1975 

1974 

EDP  services 

revenues 

Interest  and  other 
income 

Other  revenues (A) 

$ 76,943 
1,934 

$ 68,866 
1,921 

$ 61,801 
1,649 

$ 62,175 
2,645 

$ 72,508 

1 ,785 
13,441 

Income  (loss)  before 
taxes  and  extra- 

$ 78,877 

$ 70,787 

$ 63,450 

$ 64,820 

$ 87,734 

ordinary  item 
Income  (loss)  before 

$ 4,801 

$ (2,626) 

$ (3,647) 

$ (6,121) 

$ 6,771 

extraordinary  item 
Extraordinary  item  (B) 

$ 2,586 

$ 72,761 

$ (4,634) 

$ (71,050) 

$ (52,246) 

$ (15,306) 

Net  income  (loss) 
Earnings  (loss)  per 

$ 75,347 

$ (4,634) 

$ (71,050) 

$ (52,246) 

$ (15,306) 

share 

$ 7.49 

$ (2.23) 

$ (34.13) 

$ (25.10) 

$ (7.35) 

(A)  Revenue  gain  due  to  contract  termination  with  LTV  Aerospace  Corporation. 

(B)  Extraordinary  credit  resulting  from  the  recapitilization  plan  in  February  1978. 

• In  February  1979,  Sam  Wyly,  founder  and  Chairman  of  the  Board,  resigned. 
His  resignation  was  prompted  by  an  investigation  by  the  Securities  and 
Exchange  Commission  of  possible  illegal  practices  in  the  exchange  of  Wyly 
stock  for  cash  and  services. 

• With  much  of  the  turmoil  behind,  John  Kason,  the  new  Chairman,  is  looking 
forward  to  stabilizing  and  increasing  UCC's  profit  margins  by: 

Increased  sales  of  software  products. 

Expanding  network  services. 

Acquiring  additional  products  or  companies. 

The  marketing  rights  to  a new  product.  Reliability  Plus,  have 
recently  been  acquired  from  its  developer.  Reliability  Research 
Inc. 

• Wyly  is  actively  looking  for  acquisitions  in  the  software  products  and  proces- 
sing services  area.  With  $55  million  in  federal  income  tax  credits,  and 
approximately  $55  million  in  capital  loss  carryforward  credits,  acquisition 
ventures  could  be  beneficial  to  both  parties. 
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• UCC's  organizational  structure  is  centered  within  two  fairly  autonomous 
operations:  U.S.  and  Europe. 

The  Software  Division  and  its  European  counterpart,  Software  Products 

International,  market  UCC's  system  and  application  software  products. 

Processing  services,  both  remote  and  batch  services,  are  provided  by: 

. Computing  Services  Division,  previously  known  as  The  Scientific 
and  Engineering  Division,  which  serves  the  U.S.  and  Canada. 

. European  Utility,  based  in  England,  which  provides  remote 
computing  and  batch  services  to  the  United  Kingdom  and  conti- 
nental Europe. 

. Automation  Centers  International  (ACI)  maintains  nine  data 
centers  and  provides  processing  (primarily  batch)  to  customers  in 
Austria,  Belgium,  Germany  and  Switzerland. 


As  of  December  31,  1978,  UCC 
operations  and  950  in  Europe. 

employed  1,590 

personnel:  - 640  in 

the  U.S. 

At  the  present 

time  there  are 

654  U.S. 

employees  segmented  as  follows: 

Computer  Services 

319 

Software  Products 

281 

General  and  Administration 

54 

654 

KEY  PRODUCTS  AND  SERVICES 

• Approximately  75%  ($58.3  million)  of  UCC's  1978  revenues  were  derived  from 
processing  services  and  25%  ($19.1  million)  from  software  product  sales.  A 
further  breakdown  of  UCC's  revenue  sources  follows: 


($  Millions) 

Revenue  Source 

U.S.  & 
Canada 

International 

Total 

Processing  Services 

Remote  Computing 

$19.3 

$20.0 

$39.3 

Batch 

_ 

19.0 

19.0 

Software  Products 

Operating  Software 

8.6 

1.6 

10.2 

Applications  Software 

8.9 

- 

8.9 

$36.8 

$40.6 

$77.4 

UCC  has  approximately  200  applications  available  on  its  network. 
Application  emphasis  in  the  U.S.  is  in  engineering,  electronics,  struc- 
tural and  nuclear  areas  as  shown  in  the  network  profile  (Exhibit  A). 
Two-thirds  of  the  U.S.  Division's  revenue  of  $19.3  million  is  derived 
from  five  application  areas:  numerical  control,  electronics,  nuclear 

(plant  design),  structural  analysis,  and  petrochemical  applications. 
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EXHIBIT  A 
UCC 

U.S. NETWORK  APPLICATION  PROFILE 


APPLICATION  AREA/PRODUCT  NAME 


• OPERATING  ENVIRONMENT 

- UNIVAC  1108,  1100/81 

- CDC  CYBER  175,  6600 

- IBM  370/158 

• PROGRAMMING  LANGUAGES  SUPPORTED 

- FORTRAN 

- COBOL 

• DATA  MANAGEMENT  SOFTWARE 

- db  IV  (UCC  DBMS) 

• CHEMICAL  ENGINEERING 

- IRIS,  PDSMS 

• STRUCTURAL  ENGINEERING 

- ANSYS,  NASTRAN/COSMIC,  NASTRAN/MAC 
NEAL-SCHWENDLER,  PCA,  SACM,  SAP  4-6, 
SEPSI-5,  SPACE  IV,  STRESS  II,  STRUDL-II, 
TRI  DRILL 

• MARINE  ENGINEERING 

- MRI/MARRS,  SACS  II,  SHIP  HULL  CHARAC- 
TERISTICS 

• PIPING  ANALYSIS 

- ADLPIPE,  AUTOFLEX,  DYNAFLEX,  EZFLEX, 
FLANGE  DESIGN,  TRIFLEX,  WERCO 

• HEAT  TRANSFER 

- AC-2,  AIDEX,  FRNC-5,  HTRI,  SINDA 

• PROCESS  ENGINEERING 

- AMOCO,  CHEMSHARE,  NGPA,  SSI/100, 

SSI/DR  01 


APPLICATION  AREA/PRODUCT  NAME 


• ARCHITECTURAL  ENGINEERING 

- BUILDING  ENERGY  (EEC,  ERCK,  ERE,  TCR), 
1 100-ICES,  LUMEN-2,  MEDSI 

• ELECTRONICS 

- D-LASER,  MAGIC,  MICROPROCESSOR,  RM 
PREDICTOR,  SCEPTRE,  SPICE,  UCCAP, 
MONOCHIP 

• NUMERICAL  CONTROL 

- UCC  APT 

• LINEAR  PROGRAMMING 

- FMPS,  GAMMA  3.0  AND  3.4 

• MATH/STATISTICS 

- BMD  SERIES,  IMSL,  MATH-PACK,  STAT- 
PACK 

• SIMULATION 

- GPSSV.GPSS/UCC,  MIMIC,  SIMSCRIPT 

• NUCLEAR  (MAJOR  CATEGORIES) 

- TRANSIENTS  AND  THERMAL  HYDRAULICS 

- LICENSING  AND  SAFETY  ANALYSIS 

- CONTAINMENT  ANALYSIS 

- SHIELDING  ANALYSIS 

- CROSS  SECTION  DATA  SET 

- IN-CORE  MANAGEMENT 

• OTHER 

- WORD  PROCESSING  (FASTEXT  AND  UTYPE) 

- FASBAC  APPLICATIONS  LIBRARY 

- PROJECT  MANAGEMENT  (N  5500) 

- VESSEL  DESIGN  (VESSEL  AND  WERCO) 


4 of  7 

December  1979 


© 1979  by  INPUT,  Palo  Alto,  CA  94303.  Reproduction  Prohibited 


INPUT 


COMPANY  HiGHLIGHT/UNIVERSlTY  COMPUTING  COMPANY 


. The  largest  revenue  product  is  UCC  APT,  a language  processor 
for  programming  numerical  control  machine  tools.  Revenues 
from  APT  are  running  $6-8  million  per  year. 

New  products  recently  announced  on  UCC's  network  services  are; 

. SUPERTAB,  an  interactive  graphics  system  for  finite  element 
modeling. 

. DISSPLA,  a general  purpose  subroutine  plotting  system  used  to 
produce  graphics. 

. Halcon  Piping  Material  Control  System  (PMCS)  for  material 
handling  and  tracking. 

UCC  also  plans  to  develop  additional  applications  within  the  computer 
aided  design  and  manufacturing  areas  (CAD/CAM).  A joint  marketing 
agreement  was  signed  between  UCC  and  Applicon,  Inc.  in  February 
1979  which  will  combine  Applicon's  3-D  graphics  system  (CAD)  with 
UCC's  CAM  software.  The  product  is  designed  for  companies  inter- 
ested in  turnkey  CAD/CAM  systems. 

UCC's  European  Utility  group  maintains  three  data  centers  in  England 
and  provides: 

. Scientific  and  engineering  applications  similar  to  those  offered 
in  the  U.S.,  in  addition  to  European  developed  products. 

. Standard  packages  covering  payroll,  credit  accounting  and 
management  systems  for  local  usage. 

. In  1978  UCC  Europe  began  offering  customers  an  option  to  link 
their  own  minicomputers  to  the  utility  network. 

Automation  Centers  International  (ACI)  provides  commercial  data 
processing  services  to  organizations  within  wholesale,  automotive, 
banking,  insurance,  construction,  metal,  textile  and  publishing  indus- 
tries. Applications  are  general  business  in  nature  and  batch  oriented: 
accounting,  payroll,  statistics,  stock  control  and  billing. 

• The  Software  Services  group  has  historically  been  the  most  profitable  group 
within  UCC.  Software  products  marketed  are  presented  in  Exhibit  B. 

Operating  (or  system)  software  products  have  been  successfully 
marketed  by  UCC  since  1971.  As  shown  in  Exhibit  B,  they  have  been 
well  accepted  in  the  marketplace  and  currently  have  a total  installed 
base  of  over  3,400  packages. 

. UCC's  strongest  areas  of  expertise  are  data  set  management, 
work  flow  control  and  data  dictionary  design. 

. New  products  will  be  concentrated  in  the  above  areas  and  in 
productivity  software  tools  for  programmers. 

. A newly  acquired  product.  Reliability  Plus,  measures  the  relia- 
bility of  all  major  devices  used  in  a computer  center.  An  added 
service  is  available  to  users  of  the  product.  Once  a month  users 
send  a tape  to  UCC  containing  peripheral  device  performance 
data.  The  tapes  are  processed  by  UCC  and  a device  performance 
report  is  returned  to  clients. 

Applications  for  the  banking  industry  have  been  marketed  by  UCC  since 
1972.  The  banking  software  operations  were  not  profitable  in  1978. 
One  of  the  reasons  for  this  is  the  narrow  marketing  area  of  the  product 
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EXHIBIT  B 

UCC  SOFTWARE  PRODUCTS 


(U.S.  AND  INTERNATIONAL) 


PRODUCT 

NAME 

FUNCTION 

PRICE 

NUMBER 

INSTALLED 

OPERATING 

SOFTWARE 

UCC  ONE 

TAPE  MANAGEMENT 

$ 13,900 

1,300 

UCC  TWO 

DOS  TO  OS  CONVERSION 

36,000 

700 

UCC  THREE/ADAM 

DISK  MANAGEMENT 

11,000 

130 

UCC  SIX 

PARTIONED  DATA  SET 
SPACE  MANAGER 

77,050 

140 

UCC  SEVEN 

AUTOMATED  PRODUCTION 
CONTROL 

37,500 

90 

UCC  TEN 

DATA  DICTIONARY/ 
MANAGER 

18,000 

260 

UCC  FIFTEEN 

JOB  RECOVERY 
MANAGEMENT 

9,250 

500 

UCC  R+ 

RELIABILITY  MEASUREMENT 

12,000 

300 

APPLICATIONS 
SOFTWA'Rt 

UCC  FCS 

FINANCIAL  CONTROL 
FOR  BANKS  f 

36,500-55,000 

205 

UCC  FCO 

ON-LINE  VERSION  OF  \CS 

10,000-12,000 

37 

UCC  CIF 

CUSTOMER  INFORMATION 
FILE 

45,000-72,000 

79 

UCC  MICR 

MICR  CHECK  PROCESSING 

45,000- 90,000 

103 

UCC  CLS 

COMMERCIAL  LOAN 
SYSTEM 

40,000-60,000 

52 

UCC  ILS 

INSTALLMENT  LOAN 
SYSTEM 

40,000-60,000 

65 

UCC  CTS 

CONTROLS  ATM 
TRANSACTION 

50,000-60,000 

20 

UCC  CFCS 

FINANCIAL  CONTROL  FOR 
NON-BANKING 

36,000-55,000 

125 

MANUFACTURING 

UCC  APT 

NUMERIGAL  CONTROL 

25,000 

NA 

UCC  LATHE 

LATHE  PROGRAMMING 

MODULE 

LANGUAGE 

5,000-12,500 

NA 

UCC  ADVANCED 
CONTOURING 

PROGRAM  TOOL  FOR 
MULTI-AXIS  MACHINES 

15,000 

NA 

MODULE 

UCC  POST- 
PROCESSORS 

POSTPROCESSOR  FOR 
MACHINE/TOOL 
CONTROL 

3,500-15,000 

NA 
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line:  about  850  potential  clients.  UCC  is  currently  investigating 

developing  or  acquiring  products  within  selected  industries. 

. New  application  software  recently  introduced  was  UCC/FCS  On- 
Line,  an  on-line  edit,  entry  and  inquiry  capability  to  the  UCC 
Financial  Control  System  (FCS). 


INDUSTRY  MARKETS 

• UCC's  industry  market  revenues  for  both  U.S.  and  European  operations  are 
estimated  as  follows: 


- 

Discrete  manufacturing 

20% 

- 

Process  manufacturing 

20 

- 

Transportation 

5 

- 

Utilities 

5 

- 

Banking  and  finance 

15 

- 

Insurance 

5 

- 

Medical/Hospital 

2 

- 

Education 

2 

- 

Distribution 

15 

- 

Government 

3 

- 

Services 

5 

- 

Other  industries 

3 

100% 


GEOGRAPHIC  MARKETS  Approximately  52%  of  UCC's  total  revenues  are  derived 
from  European  operations  and  48%  from  U.S.  and  Canadian  clients. 


COMPUTER  HARDWARE 

• UCC  maintains  one  data  center  in  Dallas,  Texas  which  provides  remote 
computing  services  to  U.S.  and  Canadian  cities.  Equipment  located  in  the 
facility  consists  of: 


4 Univac  1 108s,  UCC  EXEC. 

2 Univac  1 108s,  EXEC  8. 

I Univac  1 100/81  EXEC  8. 

I CDC  Cyber  175,  NOS/BE. 

I CDC  6600,  NOS/BE. 

I IBM  370/158,  MVS. 

• UCC  plans  to  replace  the  370/158  with  a 168  to  increase  use  of  the  system  by 
external  users.  At  present,  the  158  is  almost  entirely  used  for  software 
development  activities.  A transparent  front-end  interface  between  applica- 
tions residing  on  CDC,  Univac,  and  IBM  equipment  will  be  added.  The  CDC 
6600  is  also  scheduled  to  be  replaced  by  a Cyber  176. 
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UNIVERSITY  COMPUTING  COMPANY 
8303  Elmbrook 
Dallas,  TX  75247 
(214)  688-7100 
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Sam  Wyly,  Chairman 
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Wholly  owned  subsidiary  of  Wyly 
Corporation 

Total  UCC  employees:  1751 

U.S.  - 838;  International  - 913 
Total  UCC  sales,  fiscal  year  end 
12/76:  $62,000,000 
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THE  COMPANY 


• University  Computing  Company  (UCC)  started  providing  computer  ser- 
vices in  1963  with  a used  computer  installed  at  Southern  Methodist 
University  in  Dallas.  The  first  year's  revenues  were  $693,000 
with  net  profits  of  $136,000.  The  company  grew  to  $57  million 
over  the  next  four  years  with  a net  profit  of  $5  million.  Now  it 
provides  software,  remote  batch,  and  local  batch  services  to  over 
4,000  customers  throughout  the  United  States  and  in  12  European 
countries . 


• Wyly  Corporation,  UCC's  parent,  is  currently  attempting  to  recapi- 
talize $110  million  of  debt  and  exchange  it  for  common  stock  and 
cash.  It  is  uncertain  as  to  the  probable  outcome  of  that  recapital- 
ization plan. 

• The  key  strengths  of  UCC  are  the  stability  of  its  European  profits, 
the  technical  competence  of  its  people,  the  stability  and  market 
acceptance  of  its  software  products,  the  capability  of  its  marketing 
force  and  the  turnaround  that  has  been  achieved  by  the  U.S.  Group. 

All  the  divisions  in  the  company  were  profitable  for  the  full  year 
1976  period. 

• Mike  Harvey,  at  the  helm  of  UCC's  U.S.  group  for  18  months  has 
improved  the  profitability  and  stability  of  the  company.  He  has 
done  this  by: 

Pruning  unprofitable  products  and  contracts. 

Reorganizing  the  Divisions'  managements. 

Increasing  emphasis  on  marketing  and  planning;  leveraging 
profitable  products. 

Developing  a better  employee  climate  by  emphasizing  personnel 
development  and  training  as  well  as  compensation  and  promotion. 
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KEY  PRODUCTS  AND  SERVICES 


• Revenues  for  fiscal  1976  were  $62  million,  segmented  as  follows: 


U.S.  Group 

$32  million 

Banking  Division 
Scientific  and  Engineering 

12  million 

Division  (SED) 

13  million 

Commercial  Division 

7 million 

International  Group 

$30  million 
$62  million 

• The  Banking  Division  was  established  as  a result  of  the  1972 
acquisition  of  Results,  Inc.  Its  major  strengths  are  its  central 
information  file  (CIF) , financial  control  system  (ECS),  magnetic 
ink  character  recognition  system  (MICR) , commercial  loan  system 
(CLS) , and  instalment  loan  system  (ILS)  software. 

The  Banking  Division  was  slated  to  be  sold  during  late  1975  and 
early  1976.  After  negotiating  with  several  buyers,  UCC  decided 
to  keep  the  division  and  turn  it  around.  However,  uncertainty 
during  the  negotiations  hurt  morale  and  increased  personnel  turn- 
over. These  problems  seem  to  have  been  overcome  as  the  Division 
was  profitable  in  each  of  the  last  seven  months  of  1976.  The 
trend  has  continued  in  1977. 

• The  Scientific  and  Engineering  Division,  the  oldest  group  in  the 
company,  was  only  marginally  profitable  through  1976.  Its  services 
were  not  sold  agressively. 

UCC  has  now  strengthened  marketing,  improved  turnaround 
capability,  and  increased  the  number  of  application  programs 
available  on  its  large  Univac  and  CDC  mainframes. 

- Through  selective  repricing  and  a strengthened  sales  force, 
the  division  significantly  improved  its  revenues  and  profit 
margins  entering  into  1977. 

- Recent  division  strategy  has  been  to  shift  emphasis  from  the 
sale  of  raw  machine  time  to  application  services;  it  will  focus 
on  problem  solving  services  instead  of  pure  hardware.  This 
emphasis  on  applications  has  higher  potential  profit  margins 
than  raw  time  sales.  In  addition,  its  value-added  aspect 
reduces  the  impact  of  price  competition  which  typifies  the 
bulk  of  the  utility  applications  market. 
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• The  Conraiercial  Division,  the  fastest  growing  group  within  the 
company,  has  been  profitable  since  its  inception,  has  leveraged 
UCC's  technical  capabilities,  has  developed  internally,  and  has 
acquired  software  packages  oriented  either  to  increasing  the 
efficiency  of  IBM  computer  centers  or  providing  financial  control. 
The  Division's  packages  are  in  use  in  more  than  1000  customer 
accounts  in  the  U.S.,  Canada,  and  Central  America. 

• The  International  Group  has  consistently  been  the  most  profitable 
and  one  of  the  fastest  growing  groups  in  the  company.  It  has  the 
potential  to  continue  growing  at  over  20%  per  year  over  the  next 
three  years.  It  has  also  been  the  most  stable  portion  of  UCC. 

Under  the  leadership  of  John  Kason,  top  management  has  been  retained 
for  over  10  years. 


APPLICATIONS  Scientific  and  engineering,  and  utility  processing  generate 
approximately  70%  of  UCC  U.S.  revenues  as  shown  below: 

% of  Total 


Type  of  Service  Revenues 


Scientific  & Engineering  40 
Utility  30 
Specialty  25 
General  Business  5 


INDUSTRY  MARKETS 


• The  proprietary  software  accumulated  by  UCC  gives  it  unique  capa- 
bilities in  its  selected  industry  and  application  markets — namely: 
banking,  financial,  petroleum,  nuclear,  and  construction  industries, 
and  all  medium  and  large  IBM  OS  installations  wishing  to  improve 
productivity. 

• UCC  International  provides  processing  services  to  a similar  set  of 

industry  markets  as  the  U.S.  Group:  scientific  and  engineering, 

banking  and  finance,  and  commercial. 

- However,  these  services  are  generally  based  on  a different  set 
of  products  with  particular  exceptions  in  the  scientific  and 
engineering  remote  batch  markets. 

The  major  markets  addressed  by  SED  are  civil-structural, 
electronic,  nuclear,  and  petroleum-petrochemical  engineering; 
manufacturing;  and  general  mathematical  and  engineering  analyses. 
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GEOGRAPHIC  MARKETS 


• UCC's  software  products  are  currently  being  used  at  sites  in  14 
countries  from  Finland  to  Iran.  Almost  50  European  installations 
use  UCC  TWO  to  ease  their  conversion  from  DOS  to  OS.  Some  of  the 
largest  companies  in  Europe  are  customers. 

• Despite  a relatively  small  Banking  sales  force,  UCC  has  managed 
to  sell  to  every  major  bank  in  Boston,  Phoenix,  Cleveland,  and 
Birmingham.  Other  cities,  such  as  New  Orleans,  have  been  more 
difficult  to  penetrate  because  of  the  apparent  conservatism  of 
their  bankers.  UCC  claims  that  sixty-seven  percent  of  the  largest 
150  banks  in  the  U.S.  use  at  least  one  of  its  banking  software 
products . 


COMPUTER  HARDWARE  AND  SOFTWARE  UCC  has  consolidated  its  scientific  comp- 
utation capabilities  in  one  "supercenter"  in  Dallas.  The  Data  Center 
has  five  Univac  1108s  and  two  CDC  6600s.  An  IBM  370/148  is  currently 
being  installed.  UCC  has  upgraded  its  software  and  improved  its  network 
continually  since  the  early  1960s.  It  is  now  reported  to  have  one  of 
the  most  reliable  networks  in  the  United  States. 
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UNIVERSITY  COMPUTING  COMPANY 
7200  Stemmons  Freeway 
Dallas,  Texas  75247 
(214)  637-5010 


Frank  L.  Harvey,  President 
Wholly  owned  subsidiary  of 
Wyly  Corporation 
Total  company  sales  and  computer 
services  sales  as  of  FY  ending  12/74: 
$80,369,000 

Parent  company  sales  12/74: 

$95,595,000 


NUMBER  OF  EMPLOYEES  engaged  in  computer  services:  1200  in  U.S.  (2030  worldwide) 

KEY  PRODUCTS/SERVICES:  UCC  specializes  in  providing  remote  computing  and 

software  products  to  both  commercial  and  scientific  users.  Many  of  the 
UCC  products  are  available  both  on  a remote  computing  and  software  product 
basis.  Products  are  marketed  through  three  independent  divisions,  as  follows: 

• Banking  Division: 


FCS,  Financial  Control  System:  consists  of  over  70 
programs  such  as  general  ledger,  budgeting  and  cost 
accounting. 

UCC  Central  Information  File:  for  monitoring  bank  de- 
partments and  services.  Mercantile  National  Bank  of 
Dallas  is  licensed  to  market  this  product. 

- Asset  Card  Management  System 

Numerous  banking  packages:  for  commercial  loans,  in- 
stallment loans,  time  deposits. 

MICR,  Magnetic  Ink  Character  Reading 

Scientific  and  Engineering  Division: 

UCC  APT,  Automatic  Program  Tooling  System 

COAPT,  for  numerically  controlled  machine  tooling  and 
compatible  with  split  level  languages 

DYNAFLEX,  for  piping  stress  analysis 

AUTOFLEX,  for  piping  stress  analysis 

TRIFLEX,  for  piping  stress  analysis 

DESIGN,  automatic  process  simulator 

DISTILL,  generalized  fractionator  program 

D-LASER,  for  electronic  test  pattern  generation 
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DB-4,  Data  base  management  system 

Numerous  packages  for  nuclear  analyses 

Numerous  additional  packages  for  structural  analyses 

• Commercial  Division: 

UCC  ONE,  tape  management  system 

UCC  TWO  (Duo) : allows  DOS  to  run  under  OS 

UCC  THREE  ADAM,  for  analyzing  and  controlling  allocation 
of  disk  data  sets  under  OS. 

UCC  FIFTEEN,  for  restart  management 

FCS,  which  is  also  marketed  by  the  banking  division 

In  addition  the  banking  division  provides  facilities  management  for  five 
banks,  whereby  it  provides  batch,  remote  batch,  software  products  and 
packages  as  well  as  computer  equipment  to  them. 

APPLICATIONS : Many  of  the  products  shown  are  applications-oriented . 

Applications  include: 

• Specialized  industry  applications  for  banks 

• Numerous  engineering  applications  for  structural,  stress 
analyses  and  numberical  control 

• System  software  enhancements 

INDUSTRY  MARKETS:  UCC  has  most  heavily  pentrated  the  banking,  manu- 

facturing and  petroleum  industries.  Services  are  provided  to  most  other 
industries  as  well. 

GEOGRAPHIC  MARKETS:  UCC  users  are  distributed  fairly  evenly  throughout 

the  U.S.  regions  as  well  as  Europe.  There  are  over  30  branch  offices 
in  the  U.S.  and  12  in  Europe.  The  banking  division  has  470  employees 
which  operate  out  of  15  U.S.  offices;  the  scientific  and  engineering 
division  employees  about  200  people  who  work  out  of  11  U.S.  offices;  the 
Commercial  division  employs  220  who  work  out  of  13  U.S.  offices.  In 
addition,  the  banking  division  performs  facilities  management  for  five 
banks  on  site. 

COMPUTER  HARDWARE  AND  SOFTWARE: 

1 IBM  370/155,  OS-MVT 

2 IBM  360/65 

5 Univac  1108s 

1 CDC  6600 
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Computers  used  for  facilities  management  include:  IBM  360/30s,  360/40s, 

370/145S. 

OVERALL  ASSESSMENT  AND  TRENDS:  Revenues  and  profits  of  Wyly  and  its 

subsidiaries,  of  which  UCC  represents  an  estimated  85%  of  annual  sales, 
have  been  negatively  impacted  due  primarily  to  the  heavy  investment  in 
DATRAN.  Recently  however  the  firm  has  sold  a losing  division.  Gulf 
Insurance  Company  for  $30  million,  and  has  recapitalized.  The  energy 
industries  division  of  UCC,  which  had  180  employees,  was  also  recently 
divested.  These  adjustments  reflect  in  preliminary  1975  annual  figures 
as  net  decreases.  Restated  figures  indicate  that  Wyly  sales  were 
$66,149,000  for  1975.  Recently  UCC  opted  to  retain  its  largest  division 
after  having  conducted  negotiations  to  sell  it  with  first  Boeing  Computer 
Services  and  then  Optimum  Systems  Inc.  Sale  of  the  banking  division 
and  loss  of  its  150  banking  customers  would  have  been  a large  sacrifice. 
Recapitalized  and  under  direction  of  the  new  President,  UCC  is  clearly 
directed  toward  expansion  while  at  the  same  time  protecting  its  strong 
position  in  the  computer  services  marketplace. 
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COMPANY  PROFILE 


URBAN  DATA  PROCESSING,  INC. 
209  Middlesex  Turnpike 
Burlington,  MA  01803 
(617)  273-0900 


Robert  G.  Coyne,  President 
Division  of  Horte-Honks 
Communications,  Inc. 

Total  Employees:  93 
Total  Revenue,  Fiscal  Year  End 
12/31/85:  $7,400,000 


THE  COMPANY 

• Urban  Data  Processing,  Inc.,  founded  in  1968,  provides  market  information 
processing  services  and  software  products.  All  applications  are  based  on 
correlation  of  name  and  address  data  with  marketing-oriented  demographic 
profiles  of  specific  geographic  areas.  In  1979  Urban  Data  was  acquired  by 
Harte-Hanks  Communications,  Inc. 

• Urban  Data  has  been  profitable  for  over  10  years.  1985  revenue  was  $7.4 
million,  a 40%  increase  over  1984  revenue  of  $5.3  million.  A five-year 
summary  of  revenue  follows: 


URBAN  DATA  PROCESSING,  INC. 
FIVE-YEAR  REVENUE  SUMMARY 
($  thousands) 


YEAR 

ITEM 

1985 

1984 

1983 

1982 

1981 

Revenue 

. Percent  increase 

$7,400 

$5,300 

$3,900 

$3,400 

$3,200 

from  previous  year 

40% 

36% 

15% 

6% 

45  "b 



• Urban  Data's  93  employees  are  segmented  as  follows: 


Marketing/sales  9 

Programmers/analysts  62 

Computer  operations  13 

General  and  administrative  _9 

93 


• Major  competitors  include  the  following: 

Urban  Data's  marketing  systems  for  financial  institutions  compete  with 
Alcon  Data,  a division  of  Dun  & Bradstreet. 
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Urban's  street  address  geographic  encoder  competes  with  The  List 
Processing  Company. 

KEY  PRODUCTS  AND  SERVICES 


Urban  Data's  1985  revenue  was  derived  approximately  as  follows: 


Processing  services 
Batch 

Remote  batch 
Software  products 


85% 

(81%) 

(4%) 

_I5 

100% 


Urban  Data's  marketing  information  systems  are  available  to  clients  as  a 
processing  service  or  for  license  as  an  in-house  software  product.  All 
software  was  developed  by  the  company  and  runs  on  IBM  and  plug-compatible 
mainframes. 


Customer  Information  System  (CIS)  is  a market  analysis  system  used  by 
commercial  banks,  thrifts,  retail  stores,  and  insurance  companies. 
Introduced  in  1972,  it  accounts  for  over  80%  of  current  revenue.  CIS 
software  uses  existing  account  files  to  create  statistical  reports  which 
detail  relationships  between  customer  households  and  the  institution. 
Specific  household  information  can  be  related  to  demographic  data,  to 
generate  marketing  analyses. 

. CIS  is  used  to: 


Evaluate  demographic  profiles  in  order  to  select  areas  for 
branch  expansion  or  consolidation. 

Determine  which  products  cross-sell  effectively,  by 
product  combination,  by  branch,  by  market  area,  or 
within  households. 

Identify  target  households  for  direct  mail  selling. 

Evaluate  and  compare  branch  performance. 

Generate  special  reports.  For  example,  a bank  used  CIS 
to  study  credit  card  customers'  payment  habits  and  to 
correlate  the  findings  with  demographic  data  for  various 
market  areas. 

CIS  is  offered  to  over  100  institutions  on  a batch  processing 
basis.  Prices  range  from  $3,500  to  $40,000  per  update.  Most 
institutions  update  their  records  quarterly  or  semi-annually. 
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. Eight  clients  license  CIS  software  for  in-house  use.  A five-year 
license  is  $125,000  to  $150,000.  Maintenance  ranges  fronn 
$12,500  to  $15,000  per  year. 

. CIS  users  include  Citibank,  Chemical  Bank,  Manufacturers 
Hanover,  Rainier  National  Bank,  Security  Pacific  National  Bank, 
Wells  Fargo  Bank,  Saks  Fifth  Avenue,  and  Travelers  Insurance 
Company. 

Street  Address  Graphic  Encoder  (SAGE),  introduced  in  1981,  allows  the 
user  to  add  five  or  nine  digit  zip  codes  and/or  postal  carrier  route 
codes  to  name  and  address  files.  It  can  be  used  to  assign  virtually  any 
type  of  code,  including  census  tract  codes  or  congressional  district 
codes. 


. SAGE  employs  the  entire  address  record  for  matching  opera- 
tions, rather  than  relying  on  the  conventional,  and  sometimes 
inaccurate,  method  of  matching  codes  only. 

. Other  functions  include  identifying  specific  problems  in  address 
records  that  fail  to  match,  and  normalizing  data  fields. 

. SAGE  is  available  through  Urban  Data's  service  bureau.  Carrier 
route  coding  is  $5  per  1,000  addresses  and  census  tract  coding  is 
$5  per  1,000  addresses.  About  200  jobs  are  processed  per  year 
for  an  average  of  40  to  50  clients. 

. Users  can  license  the  product  for  their  in-house  systems.  About 
12  systems  have  been  installed  for  a five-year  license  fee  of 
$30,000  plus  options.  Maintenance  is  $900  to  $10,000  a year 
depending  on  types  of  coding  used.  Geographic  base  files  (data 
bases)  are  updated  annually. 

CIFer,  introduced  in  1982,  is  a batch  processing  service  for  the  finan- 
cial services  industry  that  "scrubs"  name  and  address  records  for  on- 
line customer  information  file  conversions. 

. CIFer  can  match  names  from  unrelated  files  and  differentiate 
between  types  of  clients. 

. CIFer  currently  has  about  12  users.  Pricing  varies  based  on  the 
number  of  records  to  be  processed. 
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INDUSTRY  MARKETS 

• Urban  Data's  1985  revenue  was  derived  approximately  as  follows: 

Banking  and  finance  63% 

Retail  distribution  30 

Direct  mail  (10%) 

Insurance  5 

Utilities  and  miscellaneous 
commercial  2 

100% 


GEOGRAPHIC  MARKETS 

• Approximately  95%  of  1985  revenue  was  derived  from  the  U.S.  and  5%  from 
Canada. 

COMPUTER  HARDWARE  AND  SOFTWARE 

• Urban  Data  has  one  Amdahl  V8,  operating  under  OS/VS  I and  MVS,  installed  at 
its  data  center. 
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URBAN  DATA  PROCESSING,  INC. 

209  Middlesex  Turnpike 
Burlington,  MA  01803 
(617)  273-0900 


Robert  G.  Coyne,  President 
Division  of  Harte-Honks 
Communications,  Inc. 

Total  Employees:  76 
Total  Revenue,  Fiscal  Year  End 
12/31/84:  $5,300,000 


THE  COMPANY 

• Urban  Data  Processing,  Inc.,  founded  in  1968,  provides  market  information 
processing  services  and  software  products.  All  applications  are  based  on 
correlation  of  name  and  address  data  with  marketing-oriented  demographic 
profiles  of  specific  geographic  areas.  In  1979  Urban  Data  was  acquired  by 
Harte-Hanks  Communications,  Inc. 

• Urban  Data  has  been  profitable  for  over  10  years.  1984  revenue  was  $5.3 
million,  a 36%  increase  over  1983  revenue  of  $3.9  million.  A five-year 
summary  of  revenue  follows: 


URBAN  DATA  PROCESSING,  INC. 
FIVE-YEAR  REVENUE  SUMMARY 
($  thousands) 


YEAR 

ITEM 

1984 

1983 

1982 

1981 

1980 

Revenue 

. Percent  increase 

$5,300 

$3,900 

$3,400 

$3,200 

$2,200 

from  previous  year 

36% 

15% 

6% 

45% 

22% 

• Urban  Data's  76  employees  are  segmented  as  follows: 


Marketing/sales 

9 

Programmers,  analysts 

47 

Computer  operations 

II 

General  and  administrative 

_9 

76 

• Major  competitors  include  the  following: 

Urban  Data's  marketing  systems  for  financial  institutions  compete  with 
Alcon  Data,  a division  of  Donnelly  Marketing. 
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Urban's  street  address  geographic  encoder  competes  with  The  List 
Processing  Company. 

KEY  PRODUCTS  AND  SERVICES 


Urban  Data's  1984  revenue  was  derived  approximately  as  follows: 


Processing  services 
Batch 

Remote  batch 
Software  products 


85% 

(81%) 

(4%) 

J5 

100% 


• Urban  Data's  marketing  information  systems  are  available  to  clients  as  a 
processing  service  or  for  license  as  an  in-house  software  product.  All 
software  was  developed  by  the  company  and  runs  on  IBM  and  plug-compatible 
mainframes. 

Customer  Information  System  (CIS)  is  a market  analysis  system  used  by 
commercial  banks,  thrifts,  retail  stores,  and  insurance  companies. 
Introduced  in  1972,  it  accounts  for  over  80%  of  current  revenue.  CIS 
software  uses  existing  account  files  to  create  statistical  reports  which 
detail  relationships  between  customer  households  and  the  institution. 
Specific  household  information  can  be  related  to  demographic  data,  to 
generate  marketing  analyses. 

. CIS  is  used  to: 

Evaluate  demographic  profiles  in  order  to  select  areas  for 
branch  expansion  or  consolidation. 

Determine  which  products  cross-sell  effectively,  by 
product  combination,  by  branch,  by  market  area,  or 
within  households. 

Identify  target  households  for  direct  mail  selling. 

Evaluate  and  compare  branch  performance. 

Generate  special  reports.  For  example,  a bank  used  CIS 
to  study  credit  card  customers'  payment  habits  and  to 
correlate  the  findings  with  demographic  data  for  various 
market  areas. 

. CIS  is  offered  to  over  100  institutions  on  a batch  processing 
basis.  Prices  range  from  $3,500  to  $40,000  per  update.  Most 
institutions  update  their  records  quarterly  or  semi-annually. 
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. Eight  clients  license  CIS  software  for  in-house  use.  A five-year 
license  is  $125,000  to  $150,000.  Maintenance  ranges  from 
$12,500  to  $15,000  per  year. 

. CIS  users  include  Citibank,  Chemical  Bank,  Manufacturers 
Hanover,  Rainier  National  Bank,  Security  Pacific  National  Bank, 
Wells  Fargo  Bank,  Saks  Fifth  Avenue,  and  Travelers  Insurance 
Company. 

Street  Address  Graphic  Encoder  (SAGE),  introduced  in  1981,  allows  the 
user  to  add  five  or  nine  digit  zip  codes  and/or  postal  carrier  route 
codes  to  name  and  address  files.  It  can  be  used  to  assign  virtually  any 
type  of  code,  including  census  tract  codes  or  congressional  district 
codes. 


. SAGE  employs  the  entire  address  record  for  matching 
operations,  rather  than  relying  on  the  conventional,  and 
sometimes  inaccurate,  method  of  matching  codes  only. 

. Other  functions  include  identifying  specific  problems  in  address 
records  that  fail  to  match,  and  normalizing  data  fields. 

. SAGE  is  available  through  Urban  Data's  service  bureau.  Carrier 
route  coding  is  $5  per  1,000  addresses  and  census  tract  coding  Is 
$5  per  1,000  addresses.  About  200  jobs  are  processed  per  year 
for  an  average  of  40  to  50  clients. 

. Users  can  license  the  product  for  their  in-house  systems.  About 
12  systems  have  been  installed  for  a five-year  license  fee  of 
$30,000  plus  options.  Maintenance  is  $900  to  $10,000  a year 
depending  on  types  of  coding  used.  Geographic  base  files  (data 
bases)  are  updated  annually. 

CIFer,  introduced  in  1982,  is  a batch  processing  service  for  the 

financial  services  industry  that  "scrubs"  name  and  address  records  for 

on-line  customer  information  file  conversions. 

. CIFer  can  match  names  from  unrelated  files  and  differentiate 
between  types  of  clients. 

. CIFer  currently  has  about  12  users.  Pricing  varies  based  on  the 
number  of  records  to  be  processed. 
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INDUSTRY  MARKETS 

• Urban  Data's  1984  revenue  was  derived  approximately  as  follows: 

Banking  and  finance  63% 

Retail  distribution  30 

Direct  mail  (10%) 

Insurance  5 

Utilities  and  miscellaneous 
commercial  2 

100% 


GEOGRAPHIC  MARKETS 

• Approximately  95%  of  1984  revenue  was  derived  from  the  U.S.  and  5%  from 
Canada. 

COMPUTER  HARDWARE  AND  SOFTWARE 

• Urban  Data  has  one  IBM  4381,  operating  under  OS/VSI  and  MVS,  installed  at 
its  data  center. 
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URBAN  DATA  PROCESSING,  INC.  Robert  G.  Coyne,  President 

209  Middlesex  Turnpike  Division  of  Harte-Hanks 

Burlington,  MA  01803  Communications,  Inc. 

(617)  273-0900  Total  Employees:  49 

Total  Revenue,  Fiscal  Year 
End  12/31/81;  $3,200,000 


THE  COMPANY 

• Urban  Data,  founded  in  1968,  provides  marketing  information  software  through 
its  service  bureau,  or  for  standalone  systems.  All  applications  are  based  on 
correlation  of  name  and  address  data  with  marketing-oriented  demographic 
profiles  of  specific  geographic  areas. 

• In  October  1979,  Urban  Data  was  acquired  by  Harte-Hanks  Communications, 
Inc. 

• Urban  Data  has  been  profitable  for  the  last  nine  years.  1981  revenue  was  $3.2 
million,  a 45%  increase  over  1980  revenue  of  $2.2  million.  A five-year 
summary  of  revenues  follows. 


URBAN  DATA 

FIVE-YEAR  REVENUE  SUMMARY 
($  thousands) 


YEAR 

ITEM 

1981 

1980 

1979 

1978 

1977 

Total  revenue 
. Percent  increase 

$ 3,200 

$ 2,200 

$ 1,800 

$ 1,600 

$ 1,200 

from  previous  year 

45% 

22% 

13% 

33% 

20% 

• Employees  are  segmented  as  follows: 


Marketing/sales  4 

Programmers,  analysts  5 

Computer  operations  33 

General  and  administrative  7 


49 
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• Major  competitors  are: 

Urban  Data's  marketing  systems  for  financial  institutions  compete  with 
Alcon  Data,  a division  of  Donnelly  Marketing. 

Urban's  street  address  geographic  encoder  competes  with  The  List 
Processing  Company. 

The  demographic  site  analysis  system  competes  with  C.A.C.I.  and 
Urban  Decision  Systems. 

KEY  PRODUCTS  AND  SERVICES 

• Revenue  is  derived  from  the  following: 

Processing  services 

Batch  (81%) 

Remote  batch  (4%) 

Software  products 


85% 

J5 

100% 


• Urban  Data  expects  software  products  to  become  a larger  segment  of  its 
business,  as  a result  of  two  new  offerings  which  are  more  installation  oriented 
than  past  products. 

• All  software  was  developed  by  the  company,  and  runs  on  IBM  and  plug 
compatible  mainframes. 

• Customer  Information  System  (CIS)  is  a market  analysis  system  used  by 
commercial  banks,  thrifts,  retail  stores,  and  insurance  companies.  Introduced 
in  1972,  it  accounts  for  over  80%  of  current  revenue.  CIS  software  uses 
existing  account  files  to  create  statistical  reports,  which  detail  relationships 
between  customer  households  and  the  institution.  Specific  household  informa- 
tion can  be  related  to  demographic  data,  to  generate  marketing  analyses. 

CIS  is  used  to: 

. Evaluate  demographic  profiles  in  order  to  select  areas  for  branch 
expansion  or  consolidation. 

. Determine  which  products  cross-sell  effectively,  by  product 
combination,  by  branch,  by  market  area,  or  within  households. 

. Identify  target  households  for  direct  mail  selling. 

. Evaluate  and  compare  branch  performance. 

. Generate  special  reports.  For  example,  a bank  used  CIS  to  study 
credit  card  customers'  payment  habits,  and  to  correlate  the 
findings  with  demographic  data  for  various  market  areas. 
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CIS  is  offered  to  over  100  institutions  on  a botch  processing  basis. 
Prices  range  from  $3,500  to  $40,000  per  update.  Most  institutions 
update  their  records  quarterly  or  semi-annually. 

Eight  clients  license  CIS  software  for  in-house  use.  A five-year  license 
is  $65,000  to  $70,000.  Maintenance  is  tree  the  first  year,  and  $3,000 
per  year  thereafter. 

CIS  users  include  Chase  Manhattan  Bank,  Chemical  Bank,  First  Wiscon- 
sin National  Bank,  Rainier  National  Bank,  Security  Pacific  National 
Bank,  Wells  Fargo  Bank,  Saks  Fifth  Avenue,  and  Travelers  Insurance 
Company. 

• CIFer,  a new  product  for  financial  institutions,  will  be  introduced  in  late  1982. 
It  is  now  being  tested  with  current  CIS  customers.  CIFer  facilitates  the 
conversion  of  unrelated  name  and  address  records  to  a Central  Information 
File  (CIF). 

• Area  Profile  Report  (APR)  is  a demographic  site  analysis  system  which  uses 
census  data  to  profile  a retail  market  area.  Introduced  in  1971,  APR  can  be 
used  to  compare  potential  sites  for  new  retail  outlets,  compare  potential  sites 
to  known  successful  sites,  and  define  product  offerings  to  match  site  demo- 
graphics. APR  contributes  about  5%  of  Urban  Data's  revenue. 

The  APR  data  base  includes  256,000  census  geographical  units  covering 
the  entire  U.S.  Markets  to  be  profiled  can  be  defined  in  a variety  of 
ways  to  meet  user  needs. 

A mapping  option  produces  maps  which  show  average  family  income, 
percentage  of  owner-occupied  housing  units,  and  percentage  of  male  or 
female  population  by  age  groups. 

APR  is  available  from  Urban  Data's  service  bureau.  Batch  processing  is 
$125  per  report.  Remote  batch  can  be  as  little  as  $40  per  report,  if  the 
customer  performs  all  data  entry. 

APR  users  include  ARCO,  Burger  King,  Florida  National  Banks,  Saks 
Fifth  Avenue,  and  Seven-Eleven  stores. 

• Street  Address  Graphic  Encoder  (SAGE)  allows  the  user  to  add  five  or  nine 
digit  zip  codes  and/or  postal  carrier  route  codes  to  name  and  address  files.  It 
can  be  used  to  assign  virtually  any  type  of  code,  including  census  tract  codes 
or  congressional  district  codes.  Introduced  in  1981,  SAGE  contributes  about 
10%  of  total  revenue. 

SAGE  employs  the  entire  address  record  for  matching  operations, 
rather  than  relying  on  the  conventional,  and  sometimes  inaccurate, 
method  of  matching  codes  only. 
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Other  functions  include  identifying  specific  problems  in  address  records 
that  fail  to  match,  and  normalizing  data  fields. 

Most  users  license  the  product  for  their  in-house  systems.  About  12 
systems  have  been  installed  for  a five-year  license  fee  of  $19,500  plus 
options.  Maintenance  is  $900  to  $10,000  a year  depending  on  types  of 
coding  used.  Geographic  base  files  (data  bases)  are  updated  annually. 

SAGE  is  available  through  Urban  Data's  service  bureau.  Processing 
charges  vary.  For  example,  carrier  route  coding  is  $5  per  1,000 
addressed  and  census  tract  coding  is  $17.50  per  1,000  addresses.  About 
200  jobs  are  processed  per  year. 

INDUSTRY  MARKETS 

• Revenue  is  derived  as  follows; 


Banking  and  finance  63% 

Retail  distribution  30 

Direct  mail  (10%) 

Insurance  5 

Utilities  and  miscellaneous 
commercial  2 


100% 


GEOGRAPHIC  MARKETS 

• Urban  Data's  customers  are  located  throughout  the  U.S. 

COMPUTER  HARDWARE  AND  SOFTWARE 

• I Magnuson  M80,  Model  43,  OS/VS  I . 
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A Publication  from  INPUT’S  Vendor  Analysis  Program  - U.S. 

March  1995 

U.S. 

Intelco  Networks, 

Inc. 

President: 

A.H.  Eaton 

CEO: 

P.O.  Box  2909 
Olympia,  WA  98507 

Robert  D.  Cook 

Phone: 

(360)  493-6000 

Fax: 

(360)  493-6253 

Status:  Private 

Parent:  U.S.  Intelco  Holdings,  Inc. 

Employees:  155 

Revenue:  $17,000,000 

Fiscal  Year  End:  12/31/94 


Key  Points 

• During  1994,  U.S.  Intelco  Networks  became 
a wholly  owned  subsidiary  of  a newly 
formed  parent  company — ^U.S.  Intelco 
Holdings,  Inc. 

• U.S.  Intelco  Holdings  has  a second  wholly- 
owned  subsidiary — ^U.S.  Intelco  Wireless 
Communications,  Inc. — ^which  is  now 
assisting  customers  in  entering  the  Personal 
Communications  Services  (PCS) 
marketplace. 


• U.S.  Intelco  Networks  also  focuses  on 
enhancing  current  database  and  message 
aggregation  products  to  offer  new 
capabihties  to  customers.  These  capabihties 
include  Calling  Name  Dehvery — one  of  the 
industry’s  first  Domestic  Calhng  Card 
restrictions,  and  a new  Message  Processing 
System. 

Company  Description 

U.S.  Intelco  Networks  provides  biUing, 
database  and  intelhgent  network  services  to 
more  than  1,000  telecommunications  entities 
throughout  the  continental  U.S.  These 
entities  include  interexchange  carriers  (IXCs), 
operator  service  providers  (OSPs),  competitive 
local  exchange  carriers  and  independent 
telecommunications  companies. 
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Organization  and  Structure 

U.S.  Intelco  Holdings,  Inc.  is  the  parent 
company  with  two  subsidiaries: 

• U.S.  Intelco  Networks,  Inc. 

• U.S.  Intelco  Wireless  Communications,  Inc. 

Company  Strategy 

The  company’s  strategy  is  to  continue  to 
provide  high-quahty  services  and  products  to 
the  telecommunications  marketplace  through 
service  leadership,  an  expanded  service  and 
product  base,  entry  into  emerging  markets 
(e.g.,  wireless)  and  long-term  customer 
relations. 

Financials 

U.S.  Intelco  Network’s  1994  revenue  was 
approximately  $17.0  rndhon,  a 10%  increase 
over  1993  revenue  of  $15.4  miUion. 

Market  Financials 

Virtually  all  of  U.S.  Intelco’s  revenue  is 
currently  derived  from  the 
telecommunications  industry.  The  company 
targets  its  products  and  services  to 
independent  telecommunications  companies, 
IXCs,  OSPs,  competitive  local  exchange 
carriers  and  most  recently.  Regional  BeU 
Operating  Companies. 

Geographic  Markets 

One  hundred  percent  of  U.S.  Intelco’s  current 
revenue  is  derived  from  the  U.S. 

Employees 

As  of  December  31  1994,  U.S.  Intelco  had 
approximately  155  employees. 

Key  Products  and  Services 

U.S.  Intelco  provides  state-of-the-art  database 
services,  including  an  Independent  Line 
Information  Database  (LIDB)  in  which 
customers  store  subscriber  records  for  calhng 


card  validation.  LIDB-based  applications 
include  calhng  card  services,  fraud  detection 
and  control  and  Calhng  Name  Dehvery 
services. 

Other  services  include: 

• Message  aggregation  and  toll  clearinghouse 
services  for  independents,  IXCs,  competitive 
access  providers  and  OSPs  via  a newly- 
upgraded  Message  Processing  System.  Also 
provides  a Revenue  Administration  system 
for  independent  telephone  companies  and 
AT&T. 

• Patented  SS7  usage  measurement/biUing 
apphcations  for  SS7  network  providers. 

• Voice  mah  systems  are  supphed  within 
Washington  State  to  various  government 
agencies. 

Through  U.S.  Intelco  Wireless,  the  company 
provides  PCS  services  to  independents  and 
other  designated  entities.  These  services 
include  market  reports,  financial  models, 
partnership  structures,  bidding  strategies, 
financial  arrangements,  complete  PCS  system 
buildout  services,  branding  and  marketing 
and  PCS  support  products. 

U.S.  Intelco  technology  includes: 

- IBM  4381 

- Tandem  VLX 

- DEC  VAX  4000-200 

- HP  9000-867 

- HP  9000-800/G50 

Clients 

The  company  has  clients  in  47  states. 

Marketing  and  Sales 

The  company  pursues  sales  through  direct 
marketing,  via  regionally-based  account 
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managers.  The  company  has  marketing 
representatives  based  across  the  U.S. 

INPUT  Assessment 

U.S.  Intelco’s  strengths  include  its  expertise 
in  database  and  message  aggregation 
technologies,  in  which  it  has  built  a strong 
reputation  through  more  than  a decade  of 
service  to  independents,  IXCs  and  OSPs. 

The  company’s  main  challenge  over  the 
coming  year  is  to  successfully  break  into 
markets  it  has  not  previously  targeted, 
including  Regional  Bell  Operating  Companies, 
cable  and  entertainment  companies,  and  other 
competitive  providers  entering  the  modern 
telecommunications  marketplace. 


U.S.  Intelco  Networks,  Inc. 
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U.S  INTELCO  NETWORKS,  INC.  Ken  F.  Parsons,  President 
P-0.  Box  2909  Private  Corporation 

Olympia,  WA  98507  Total  Employees:  140  (5/89) 

(206)  456-8844  Total  Revenue,  Fiscal  Year  End 


6/30/88:  $6,000,000 

The  Company 

U.S.  Intelco  Networks,  founded  in  1981,  provides  processing, 
application  software,  and  associated  support  services  to 
approximately  600  independent  telephone  companies  across  the 

U.S. 

Key  Products  and 
Services 

Approximately  70%  of  U.S.  Intelco's  revenue  is  derived  from  its 
various  processing  services,  20%  from  consulting  professional 
services,  and  10%  from  application  software. 

Processing  services  provided  by  U.S.  Intelco  to  independent 
telephone  companies  include  the  following: 

• Billing  and  rating,  both  local  service  and  toll.  U.S.  Intelco 
capabilities  include  remote  polling  of  tolls  from  telephone 
company  central  office  switches. 

• Centralized  maintenance  and  administration  of  calling  card 
data  bases  (with  fraud  detection),  including  AT&T  Calling 
Card  data  collection  services. 

• Centralized  billing  and  collection  agreements  with  AT&T  and 
Alternate  Operator  Services  on  behalf  of  independent 
telephone  companies. 

• U.S.  Intelco  is  developing  several  SS7-based  network  services, 
including  Advanced  800  (for  toll-free  800  calls),  a Line 
Information  Database  (a  proprietary  calling  card  data  base), 
and  Alternate  Billing  Services  (where  more  than  carrier  is 
involved). 

June  1989 
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U.S.  Intelco  offers  the  following  application  software  products 
based  on  IBM  and  compatible  microcomputers: 

• The  Telephone  Accounting  System  supports  accounts  payable, 
payroll,  and  general  ledger  applications. 

• TELCORE  manages  subscriber  and  plant  records. 

Industry  Markets 

One  hundred  percent  of  U.S.  Intelco's  revenue  is  derived  from  the 
telecommunications  industry. 

U.S.  Intelco  targets  its  products  and  services  to  independent 
telephone  companies. 

Geographic 

Markets 

One  hundred  percent  of  U.S.  Intelco's  revenue  is  derived  from  the 
U.S. 

U.S.  Intelco’s  headquarters  and  only  office  is  located  in  Olympia 
(WA). 

The  company  has  clients  across  the  U.S. 

Computer 

Hardware 

U.S.  Intelco's  data  center  in  Olympia  has  DEC  PDF- 11/70 
minicomputers  and  an  IBM  4341  computer  installed  in  support  of 
its  processing  services. 
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Primary  Industry-Specific  Market:  Telecommunications 


U.S.  Intelco  Network,  Inc. 

P.O.  Box  2909 
Olympia,  WA  98507 
(206)  456-3535 

CEO:  Ken  F.  Parsons,  President 
Private  Company 
Founded:  1981 

Employees:  75-80  (11/86) 

Revenue  (FYE  6/30/86):  $2-5  million* 


The  Company:  U.S.  Intelco  Network  provides  products  and  services  primarily  to  the 
telecommunications  industry 

Sources  of  Revenue: 

Processing  Services  (70%) 

Professional  Services  (20%) 

Application  Software  (10%) 

Key  Products: 

Processing/Network  Services  (Utilizes  DEC  I 1/70  and  IBM  4341  computers) 

• Remote  batch  and  batch  processing  for  telephone  companies  and  other 
companies 

• Data  entry  services  under  government  and  private  contracts 

Application  Software  Products  (Utilizes  IBM  PC  and  compatibles) 

• Telephone  Accounting  System 

Accounts  Payable 
- Payroll 

General  Ledger 

Professional  Services 

• Custom  software  development 

• Consulting 

Target  Industries: 

Telecommunications  (85%) 

Government  and  private  sector  (15%) 

Geographic  Markets: 

- U.S.  (100%) 


*INPUT  estimate 
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U S WEST  INC. 

7800  East  Orchard  Road 
Englewood,  CO  801 1 1 
Phone;  (303)793-6500 
Fax:  303)  793-6245 


Chairman,  President, 

& CEO;  Richard  D.  McCormick 

Status:  Public  Corporation 

Total  Employees:  63,703(12/92) 

Total  Revenue:  $10,281,000,000 

Fiscal  Year  End:  1 2/31  /92 


Key  Points 


In  May  1993,  U S WEST  announced  a $2.5  billion  investment  in 
Time  Warner  Entertainment,  the  largest  partnering  to  date  of  a 
regulated  local  telephone  company  with  a cable  TV  operator.  Plans 
initially  call  for  the  two  companies  to  provide  interactive 
entertainment  and  information  services  and  telephone  service  over 
Time  Warner  cable  systems  in  Crlando  (FL),  expanding  to  29 
markets  across  the  U.S.  outside  U'  S WEST'S  14-state  operating 
territory  by  1998. 

Earlier  this  year,  U S WEST  announced  plans  to  build  a new 
broadband  interactive  network  capable  of  providing  two-way  video, 
data,  and  voice  communications,  within  its  14-state  territory. 

In  May  1993,  U S WEST  and  Oracle  announced  a strategic 
agreement  to  bring  interactive  multimedia  services  to  homes, 
businesses,  and  schools. 

In  July  1993,  U S WEST  announced  plans  to  sell  its  financial  services 
businesses  (Capital  Assets  segment)  in  order  to  concentrate 
resources  on  growth  opportunities  in  the  telecommunications 
industry. 

U S WEST  has  recently  announced  plans  to  sell  its  U S WEST 
Paging  operations. 

In  September  1993,  U S WEST  aimounced  two  strategic  actions  that 
will  result  in  third  quarter  charges  of  over  $3.8  billion.  Actions 
involve  changes  in  certain  accounting  methods,  streamlining 
operations,  and  improving  customer  service  at  U S WEST 
Communications. 
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Company 

Description 

U S WEST  Inc.  is  a diversified  holding  company  whose  principal 
business  is  providing  telephone/telecommunications  services  to  over  25 
million  residential  and  business  customers  in  14  western  and 
midwestern  states.  U S WEST  also  owns  companies  involved  in 
regional,  national,  and  international  markets. 

• Services  provided  by  U S WEST’S  combined  telephone  operations 
represented  approximately  81%,  77%,  and  81%  of  total  revenue  in 
1992,  1991,  and  1990,  respectively. 

• Other  domestic  businesses  include  directory  publishing,  cellular 
mobile  communications  and  paging,  business  communications 
systems  sales  and  service,  and  communications  software. 

• The  company  is  also  involved  in  a number  of  international  ventures, 
including  cable  television,  cellular  communications,  and  personal 
communications  systems. 

In  September  1993,  U S WEST  announced  a plan  to  improve  customer 
service  and  streamline  operations  at  U S WEST  Communications,  U S 
WEST'S  telecommunications  subsidiary. 

• As  part  of  the  plan,  U S WEST  will  invest  in  new  technology  and  will 
re-engineer  many  internal  operations  in  order  to  improve  customer 
service.  The  plan  includes  shifting  work  from  numerous  small 
offices  scattered  throughout  the  company's  14-state  area,  to  26  new 
centers  in  Albuquerque,  Boise,  the  Denver  area,  Des  Moines,  the 
Minneapolis-St.Paul  area,  Omaha,  Phoenix,  Portland,  Salt  Lake  City, 
and  the  Seattle  area. 

• In  total,  the  company  plans  to  reduce  9,000  jobs  during  the  next 
three  years,  including  1,000  due  to  a previously  announced 
restructuring. 

• In  the  third  quarter  of  1993,  U S WEST  will  record  a special  after- 
tax charge  of  $610  million  for  establishing  the  new  centers, 
streamlining,  and  other  initiatives. 

Strategy 

Growth  in  the  traditional  telecommunications  business  remains  modest 

and  competition  is  increasing.  In  the  future,  dial  tone  service  is  likely 

to  be  offered  by  cable  TV  companies,  wireless  phone  systems,  and 

others.  U S WEST  is  investing  in  other,  faster-growing  markets— such 

as  carrying  television  signals,  information  services,  and  high-speed 

data-to  position  the  company  for  future  growth  and  to  maintain  _ 

maximum  market  share. 
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Financials 


In  the  information  services  arena,  U S WESTs  strategy  supports  the 
coming  together  of  the  information,  entertainment,  and 
communications  industries,  and  includes  three  parts: 

• Building  a new  broadband  network,  capable  of  providing  two-way 
video  as  well  as  voice  services,  within  its  14-state  region 

• Alliances  like  the  Time  Warner  partnership  in  which  U S WEST  will 
be  a partner  in  providing  voice  and  video  services  in  Orlando  and 
other  domestic  markets  outside  its  14-state  region 

• Continuing  to  explore  new  technologies  in  the  U.K.  and  other 
promising  international  markets,  where  there  is  more  regulatory 
freedom  than  in  the  U.S. 


U S WEST'S  total  1992  revenue  was  approximately  $10.28  billion,  a 3% 
decrease  from  1991  revenue  of  $10.58  billion. 

• Net  losses  of  $614  million  for  1992  include  a $1,793.4  million  ($4.35 
per  share)  charge  for  the  cumulative  effect  of  a change  in  accounting 
for  postretirement  benefits  other  than  pensions  and  other 
postemployment  benefits. 

• Excluding  these  amounts,  income  for  1992  was  $1,179.4  million,  a 
3%  increase  over  1991,  and  earnings  per  share  were  $2.86. 

• A four-year  financial  summary  is  shown  on  the  following  page. 

Revenue  for  the  six  months  ending  June  30,  1993  reached  $5.05  billion, 
compared  to  $4.85  billion  for  the  same  period  in  1992.  Net  income  was 
$475.2  million,  compared  to  net  losses  of  $1.18  billion  for  the  prior 
period  which  include  the  $1,793.4  million  in  cumulative  charges  for 
changes  in  accounting  previously  discussed. 

In  September  1993,  U S WEST  announced  a technical  accounting 
change  for  US  WEST  Communications,  U S WESTs 
telecommunications  subsidiary,  that  adopts  competitive  accounting 
methods  for  financial  reporting. 

• Competition  is  spreading  from  long-distance  to  local  markets, 
including  local  access  and  cable  and  wireless  companies.  U S WEST 
will  begin  applying  General  Accepted  Accounting  Principles 
(GAAP)  that  are  more  in  line  with  its  competitors  and  will  begin 
reflecting  shorter,  more  market-based  depreciation  lives  for  certain 
equipment  and  facilities. 
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• Adopting  this  accounting  change  will  result  in  a one-time,  non-cash 
earnings  charge  of  $3.2  billion,  after  tax.  It  will  be  reflected  in  the 
company's  third  quarter  1993  earnings. 

U S WEST  INC. 

THREE-YEAR  FINANCIAL  SUMMARY 
($  millions,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

1992 

1991 

1990 

1989 

Revenue 

$10,281.1 

$10,577.2 

$9,957.3 

$9,690.2 

• Percent  change 
from  previous  year 

(3%) 

6% 

3% 

5% 

Income  before  taxes  and 
change  in  accounting 
methods 

$1,714.4 

$740.7 

$1,759.5 

$1 ,544.9 

• Percent  change 
from  previous  year 

131% 

(a) 

(58%) 

14% 

(5%) 

Net  income  (loss) 

$(614.0) 

$553.4 

$1,198.9 

$1,110.7 

• Percent  change 
from  previous  year 

(b) 

(211%) 

(54%) 

8% 

(2%) 

Earnings  (loss)  per  share 

$(1.49) 

$1.38 

$3.11 

$3.01 

■ Percent  change 
from  previous  year 

(208%) 

(56%) 

3% 

(2%) 

(a)  Includes  restructuring  charges  of  $9 15  million  associated  with  exiting  the  reai  estate 
business. 


(b)  Includes  cumulative  charges  of  $1,793.4  miilion  ($4.35  per  share)  for  a change  in  the 
method  of  accounting  for  post-retirement  and  other  benefits. 


Market  Financials  U S WESTs  revenue  is  derived  from  telephone/telecommuni cations, 

cellular  and  paging,  financial,  and  real  estate  services  provided  to 
business  and/or  residential  customers;  interexchange  carrier  access, 
billing  and  collection  services,  billing  validation,  and  directories 
provided  to  unaffiliated  telephone  companies;  and  software  products 
and  associated  services  provided  to  the  retail,  advertising,  and 
broadcasting  industries. 

A three-year  summary  of  source  of  revenue  by  product/service  follows: 
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U S WEST  INC. 

THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

1992 

1991 

1990 

REVENUE 

PERCENT 

REVENUE 

PERCENT 

REVENUE 

PERCENT 

ITEM 

$ 

OF  TOTAL 

$ 

OF  TOTAL 

$ 

OF  TOTAL 

U S WEST 
Communications 

- Local  service 

- Access  charges 

$3,674.3 

35% 

$3,500.6 

33% 

$3,390.3 

34% 

- Interstate 

2,046.9 

20% 

2,023.4 

19% 

2,093.4 

21% 

- Intrastate 

672.8 

7% 

649.7 

6% 

586.8 

6% 

- Long-distance  network 

1,419.7 

14% 

1,462.7 

14% 

1,493.2 

15% 

- Miscellaneous  (a) 

510.0 

5% 

528.0 

5% 

529.1 

5% 

$8,323.7 

81% 

$8,164.4 

77% 

$8,092.8 

81% 

Other  operations 

- Publishing 

- Cellular  and 

$949.1 

9% 

$890.7 

8% 

$842.6 

8% 

paging 

406.6 

4% 

324.9 

3% 

273.9 

3% 

- Other 

145.5 

2% 

99.8 

1% 

104.9 

1% 

$1,501.2 

15% 

$1,315.4 

12% 

$1,221.4 

12% 

Capital  assets 

$456.2 

4% 

$1,097.4 

10% 

$643.1 

6% 

TOTAL  * 

$10,281.1 

100% 

$10,577.2 

100% 

$9,957.3 

100% 

Differences  due  to  rounding. 


(a)  Includes  billing  and  collection  services  revenue  of  approximately  $104. 7 million,  $127.9  million,  and 
$133.5  million  for  1992,  1991,  and  1990,  respectively. 


Geographic  INPUT  estimates  that  over  96%  of  U S WEST'S  1992  revenue  was 

Markets  derived  from  the  U.S.  Customers  are  primarily  located  in  the  14-state 

region  served  by  its  telephone  operations,  which  includes  Washington, 
Oregon,  Montana,  Idaho,  Wyoming,  Utah,  Arizona,  New  Mexico, 
North  Dakota,  South  Dakota,  Nebraska,  Minnesota,  Iowa,  and 
Colorado. 

The  remaining  4%  of  revenue  is  derived  from  international  sources, 
including  cable  services. 

U S WEST'S  net  investment  in  international  ventures  approximated 
$450  million  as  of  December  31,  1992,  of  which  approximately  61%  is 
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in  the  U.K.  Of  the  total  international  investment,  approximately  71% 
is  invested  in  cable  television  joint  ventures,  mostly  in  the  U.K.  and 
Western  Europe. 

Operations/ 

Structure 

U S WEST'S  current  organization  is  shown  in  the  exhibit.  Operations 
of  each  unit  are  sununarized  under  Key  Products  and  Services. 

U S WEST  has  offices  throughout  its  14-state  region  and  in 
Washington,  D.C. 

International  offices  are  in  England,  Germany,  Hungary,  Norway, 
Sweden,  France,  the  Czech  Republic,  Slovakia,  and  Russia. 

Acquisitions/ 

Divestitures 

In  October  1993,  U S WEST  announced  plans  to  sell  U S WEST 

Paging  to  The  Westlink  Company.  The  transaction  is  expected  to  be 

completed  in  the  second  quarter  of  1994. 

• Westlink,  based  in  San  Diego  (CA),  was  founded  by  former  U S 
WEST  Paging  management  for  the  purpose  of  purchasing  the  assets 
of  U S WEST  Paging. 

• A division  of  U S WEST  New  Vector  Group,  U S WEST  Paging 
posted  revenue  of  $47.1  million  in  1992.  The  company  serves 
280,000  customers  in  88  markets  across  14  states. 

• Of  U S WEST  Paging's  380  employees,  approximately  16 
headquarters  staff  will  be  displaced  by  the  sale.  All  other  employees 
will  be  offered  positions  with  Westlink. 

• Under  the  terms  of  the  sale,  U S WEST  will  be  able  to  resell 
Westlink  paging  services  to  its  customers. 

• The  sale  allows  U S WEST  to  focus  on  its  core  business  strategies 
and  place  more  emphasis  on  two-way  voice  and  data  technologies, 
including  cellular  and  personal  communications  services. 

In  July  1993,  U S WEST  announced  that  it  plaimed  to  sell  its  financial 

services  businesses  in  order  to  focus  on  telecommunications  services. 

■ Operations  affected  include  operations  within  U S WEST'S  Capital 
Assets  segment  (Financial  Security  Assurance,  U S WEST  Financial 
Services,  and  U S WEST  Real  Estate)  which  provide  various 
financing,  lending,  and  financial  guarantee  insurance  services  in  the 
U.S.  and  Europe. 
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EXHIBIT 


US  WEST 


US  WEST 

Communications  Group 


-Markets  Group 

• Advanced  Communications 
Senrices 

• Business  and  Government 
Services 

• Carrier  and  Info.  Provider  Division 

- Carrier  Marketing  Unit 

- Exchange  Carrier  Services 

- Market  Services  Organization 

- US  WEST  Enhanced  Senrices 
-Mass  Markets 

• Growth  Division 

• Home  and  Personal  Services 

• Network  and  Technology 
Sen/ices 

• Operator  and  Information  Services 

• Small  Business  Services 
^Service  Units 

• Finance 

• Information  Technologies 


US  WEST 
Diversified  Group 


-US  WEST  NewVector  Group 

• US  WEST  Cellular 

• US  WEST  Paging  ^ 

-US  WEST  Marketing  Resources 

• Directory  Printing 

• Marketing  Resources  Plus 

• US  WEST  Direct 

• US  WEST  Market 
Information  Products 

• US  WEST  Marketing 
Resources  International 

-US  WEST  Multimedia 
Communications  Group 


US  WEST 

International  and  Business 
Development  Group 


-International  Networks 
"Spectrum  Enterprises  International 
-TeleWest  International 
-US  WEST  International  and 
Business  Development 
-US  WEST  International- 
Russia  and  Lithuania 


Support 

Organizations 

-Public  Policy 

~US  WEST  Business  Resources 
-US  WEST  Technologies 
^ US  WEST  Management  Information 
Services 
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Employees 


Key  Products  and 
Services 


These  businesses  are  now  being  treated  as  discontinued  operations. 
During  the  second  quarter  of  1993,  U S WEST  recorded  a $100 
million  estimated  loss  from  June  1,  1993  through  disposal  of  these 
operations. 

U S WEST  previously  announced  plans  to  sell  the  real  estate 
business  (also  part  of  the  Capital  Assets  segment)  in  late  1990.  The 
company  sold  approximately  $93  million  of  its  properties  during 
1992  and  $510  million  of  its  properties  during  1991  and  intends  to 
sell  the  balance  of  its  properties  over  the  next  several  years. 

- During  1991,  U S WEST  recorded  a restructuring  charge  of  $915 
million  ($590  million  after  taxes).  The  charges  reflect  work  force 
reductions  of  6,000  employees,  projected  losses  associated  with 
exiting  the  real  estate  business,  and  the  write-off  of  certain 
intangible  assets. 

- About  5,000  of  the  announced  6,000  job  reductions  already  have 
occurred. 


As  of  December  1992,  U S WEST  had  63,703  employees.  The 
company  currently  has  approximately  61,000  employees. 


U S WEST'S  current  operations  are  provided  through  the  following 
business  units: 

U S WEST  Communications  Group: 

U S WEST  Communications  is  the  telecommunications  subsidiary 
formed  by  combining  the  staffs  and  operations  of  companies  formerly 
known  as  Mountain  Bell,  Northwestern  Bell,  and  Pacific  Northwestern 
Bell.  U S WEST  Communications  provides  local  phone  service,  in- 
state long-distance  service  within  specified  calling  areas,  local  phone 
connections  to  interstate  long-distance  companies,  integrated 
communications  systems,  and  operator  services  within  the  company's 
14-state  region. 

U S WEST  Communications  Markets  Group  consists  of  the  following 
units: 

• Advanced  Communications  Services  (based  in  Minneapolis  with  180 
employees)  provides  a total  solution  approach  to  data,  image,  and 
video  connectivity  needs  for  business,  government,  and  education 
customers.  Solutions,  marketed  under  the  name  "Interprise 
Networking  Services",  are  provided  for  private  and  public  wideband 


Page  8 of  16 


Copyright  1993  by  INPUT.  Reproduction  Prohibited. 


October  1 993 


U S WEST  INC. 


INPUT 


transport  services  and  LAN  interconnect  and  host  access 
applications,  including  Switched  Multi-megabit  Data  Service 
(SMDS),  frame  relay,  and  transparent  LAN  services. 

- US  WEST  has  deployed  frame  relay  service  in  18  metropolitan 
areas  and  statewide  in  3 of  its  14  states.  As  of  June  1, 1993, 

U S WEST  had  more  than  600  ports  deployed  with  32  frame  relay 
contracts. 

- By  the  end  of  1993,  the  company  expects  to  close  an  additional  90 
contracts,  representing  nearly  1,500  additional  ports.  These 
contracts  could  bring  the  company's  to  date  revenues  from  frame 
relay  services  to  over  $20  million. 

Business  and  Government  Services  (headquartered  in  Minneapolis, 
with  2,250  employees)  provides  integrated  voice,  data,  and  video 
network  services  to  large  business  customers,  federal  government 
agencies,  and  public  organizations  throughout  U S WEST'S  14-state 
region.  Customers  include  organizations  with  international, 
national,  and  regional  focus;  general  customers  with  local  and 
regional  focus;  federal  agencies  in  the  civil  and  defense  segments; 
state  governments,  local  governments,  public  safety,  and  educational 
institutions. 

The  Carrier  and  Information  Provider  Division  includes  the 
following  units: 

- The  Carrier  Market  Unit  (headquartered  in  Denver,  with  867 
employees)  provides  long-distance  and  wireless  companies  with 
private-line  transport  services  coimections  to  the  local  telephone 
network  and  information  and  billing  services.  Customers  include 
nationwide  long-distance  companies,  cellular  and  wireless 
communications  companies,  wholesale  carriers  that  offer  network 
services  to  interexchange  carriers,  and  other  large-volume  users. 

- The  Exchange  Carrier  Services  Unit  (headquartered  in 
Minneapolis,  with  180  employees)  provides  telecommunications 
services  to  independent  local  exchange  telephone  companies  in 
U S WEST  Communications'  14  states.  Customers  include  more 
than  400  exchange  carriers,  group  companies  (such  as  General 
Telephone,  United  Telephone,  and  Continental  Telephone), 
publicly  held  companies  (such  as  Mankato  Citizens  Telephone 
Company  and  Lincoln  Telephone  and  Telegraph),  and 
cooperatives. 

- The  Market  Services  Organization  (based  in  Denver  with  335 
employees)  provides  marketing  services  including  economic  costs 
models  and  market  studies;  custom  system  pricing;  pricing 
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Strategy;  cross  market  strategy  integration;  witness  and  regulatory 
implementation;  Bellcore  and  national  services  representation; 
urban  and  rural  business  plan  program  management;  USW 
compliance  of  FCC's  Computer  Inquiry  rules.  Externally,  the 
Vendor  Services  Center  serves  as  the  sales  channel  for 
competitive  providers  and  the  MSO  develops  new  basic  services 
for  enhanced  services  providers  and  manages  directory  listing 
products. 

- U S WEST  Enhanced  Services,  Inc.  (based  in  Denver  with  77 
employees)  develops  and  markets  advanced  fax,  voice,  and 
information  services  via  a multimedia  platform.  Its  principal 
product  is  Fax  Mail,  a product  used  to  retrieve  faxes  from  a 
remote  location  through  voice  mail. 

U S WEST  Communications  Mass  Markets  units  support  residential 

and  small  business  customers  and  include  the  following: 

• Growth  Division  (based  in  Denver  with  12  employees)  focuses  on 
growth  opportunities  and  technological  issues,  particularly  in  the 
area  of  wireless  communication,  video,  voice,  data,  information 
services,  and  new  partnerships  or  acquisitions. 

• Home  and  Personal  Services  (headquartered  in  Phoenix,  with  5,400 
employees)  markets  telecommunications  services  to  more  than  23 
million  residential  customers  in  U S WEST'S  14-state  region. 

• Small  Business  Services  (headquartered  in  Phoenix,  with  1,511 
employees)  provides  communications  services  and  systems  to 
businesses  with  19  or  fewer  telephone  lines.  Customers  include 
more  than  786,000  small  businesses. 

• Network  & Technology  Services,  with  26,653  employees,  provides 
network  service  delivery  throughout  its  14-state  service  area, 
network  capacity  provisioning,  capacity  management,  service 
assurance,  broadband  deployment,  infrastructure  process 
management,  and  National  Emergency  Preparedness. 

• Operator  & Information  Services  (based  in  Denver  with  5,500 
employees)  generates  direct  mechanized  and  operator  assisted 
revenues,  directory  assistance  access  and  listing  revenues,  and 
supports  indirect  tool  and  access  charge  revenues  of  the  core 
business.  This  unit  acts  as  safe  harbor  for  all  providers  seeking 
subscriber  listings  and  produces  listings  for  over  300  white-page 
directories  annually. 

• Public  Services,  with  159  employees,  provides  communications 
services  for  public  payphones. 
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U S WEST  Communications  Service  Units,  with  4,000  employees, 
include  Finance  and  Information  Technologies  Services,  that  provides  a 
range  of  computing  services  in  support  of  internal  data  networks  and 
internal  communications. 

Staff  organizations  include  Human  Resources,  Legal,  Public  Relations, 
and  Strategy  Development-organizations  that  support  customer  service 
units. 

Diversified  Group: 

U S WEST  Marketing  Resources  Group  publishes  telephone  and  city 
directories  and  provides  marketing  services  and  software  through  the 
following  units: 

• Directory  Printing  (based  in  Loveland,  CO  with  140  employees)  is  a 
single-source  supplier  of  directories  and  catalogs  for  U S WEST 
Direct  and  independent  telephone  directory  publishers;  internal 
telephone  directories  and  product  materials  for  large  corporations; 
and  catalogs  and  price  sheets  for  automatic  aftermarket  industry. 

• Marketing  Resources  Plus  (based  in  Redwood  City,  CA  with  149 
employees)  provides  software  packages  to  advertising  and  public 
relations  agencies,  large  businesses,  syndicators,  broadcasters,  and 
other  media  companies. 

• U S WEST  Direct  (based  in  Englewood,  CO  with  2,647  employees) 
publishes  more  than  300  White  and  Yellow  Pages  directories, 
serving  businesses  and  consumers  in  the  Western  U.S. 

• U S WEST  Market  Information  Products  (based  in  Loveland,  CO 
with  140  employees)  operates  through  one  group-Direct  Marketing 
Services-providing  direct  mail  and  telemarketing  services. 

• U S WEST  Marketing  Resources  International  (based  in  Belgium) 
develops  and  operates  the  international  business  of 

U S WEST  Marketing  Resources. 

U S WEST  Multimedia  Communications  Group  (based  in  Englewood, 
CO  with  30  employees)  is  positioning  U S WEST  to  be  a leading 
provider  of  integrated  communications,  entertainment,  and  information 
services  over  multimedia  broadband  networks  in  selected  local  markets 
across  the  U.S.-outside  U S WEST'S  14-state  region-by  developing 
strong  broadband  network  and  applications  positions  with  strategic 
partners.  This  group  is  also  responsible  for  managing  the  Time  Warner 
Entertainment  investment. 
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U S WEST  NewVector  Group,  Inc.  (based  in  Bellevue  with  2,386 
employees)  manages  the  cellular  and  paging  services  in  the  U.S.  and 
coordinates  and  directs  wireless  strategy  across  U S WEST. 

• Through  U S WEST  Cellular,  Inc.,  the  company  markets  cellular 
services  in  26  metropolitan  markets  and  22  rural  markets  in  13 
midwestern,  western,  and  southwestern  states. 

• Through  U S WEST  Paging,  Inc.,  the  company  provides  paging 
services  in  88  markets  in  14  midwestern,  western,  and  southwestern 
states.  These  operations  are  in  the  process  of  being  sold  to  The 
Westlink  Company. 

International  and  Business  Development  Group: 

Internationally,  U S WEST  is  focusing  on  two  primary  business  areas- 
cable  television  and  telephone  networks/wireless  communications.  In 
addition,  the  company  has  developed  opportunities  in  international 
networks  that  make  it  easier  to  call  into  and  out  of  a country,  and  offers 
marketing  services,  such  as  printed  and  electronic  directories. 

International  Networks  (based  in  London  with  eight  employees) 
develops  network  opportunities  such  as  transmission  and  switching 
services  in  the  international  marketplace. 

Spectrum  Enterprises  International  (based  in  London  with  eight 
employees)  implements  U S WEST'S  international  radio 
communications  interests  to  cellular  subscribers  in  Hungary,  the  Czech 
Republic,  the  U.K.,  and  Slovakia. 

Telewest  International  (based  in  Denver,  CO  with  ten  employees) 
provides  cable  television  and  telecommunication  services  to  cable 
subscribers  in  the  U.K.,  France,  Norway,  Sweden,  and  Hungary. 

U S WEST  International  and  Business  Development  (based  in 
Englewood,  CO  with  28  employees)  identifies  and  develops 
international  opportunities  for  U S WEST  and  its  subsidiaries, 
primarily  in  the  radio  communications,  cable  television,  network 
infrastructure,  private  network,  and  marketing  service  areas. 

U S WEST  International  - Russia  and  Lithuania  (based  in  Moscow  with 
12  employees)  oversees  U S WEST'S  investments  in  Russian  cellular 
and  gateway  switch  operations. 
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Services 

Activities 


Internal  Support  Organizations: 

Public  Policy,  with  460  employees,  has  overall  responsibility  for 
planning,  integrating,  and  implementing  public  policy  objectives  to 
meet  company-wide  legislative  and  regulatory  strategies. 

U S WEST  Management  Information  Services  (based  in  Englewood, 
CO  with  260  employees)  provides  computing,  project  management 
development,  operations,  and  data  communication  services  to 
US  WEST  units. 

U S WEST  Business  Resources  (based  in  Englewood,  CO  with  2,900 
employees)  provides  services  in  fleet,  flight,  real  estate,  office  services, 
and  material  management. 

U S WEST  Technologies  has  two  units  as  follows: 

• Advanced  Technologies  (based  in  Boulder,  CO  with  600  employees) 
provides  applied  research  and  development  for  new  products, 
services,  and  systems  for  U S WEST'S  domestic  and  international 
business  units. 

• Information  Technologies  (based  in  Denver,  CO  with  2,600 
employees)  leads  the  modernization  of  integrated  information 
engineering  and  software  engineering  efforts  within  U S WEST 
Technologies  and  leads  the  corporation's  development  efforts  for 
operations  systems  and  applications. 


The  following  discussion  focuses  on  the  information  services-related 
products  and  services  offered  by  U S WEST. 

In  April  1993,  U S WEST  announced  Omaha  will  be  the  site  of  the 
company's  first  in-region,  voice,  data,  and  video  communications 
network.  Construction  will  begin  later  this  year  pending  approval  of 
the  FCC. 

• Ultimately,  the  new  broadband  network  will  provide  the  capability 
for  both  interactive  video  and  sophisticated  telecommunications 
data  services  to  residential  and  business  customers  across  U S 
WEST'S  14-state  region. 

• Broadband  network  construction  is  scheduled  to  begin  in  1994  in 
other  yet-to-be  named  U S WEST  cities. 
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• In  June  1993,  U S WEST  announced  that  it  had  chosen  Scientific 
Atlanta,  AT&T  Network  Systems,  and  DSC  Communications 
Corporation  to  provide  components  for  the  broadband  architecture. 

• In  October  1993,  the  3DO  Company  was  announced  as  the  supplier 
for  the  interactive  technology  for  the  broadband  trial. 

In  May  1993,  U S WEST  and  the  partners  of  Time  Warner 
Entertainment  (TWE)  entered  into  a strategic  alliance  to  build  Full 
Service  Networks— interactive  networks  carrying  communications, 
entertainment,  and  information  for  homes  and  businesses-over  TWE's 
cable  network. 

• Under  the  agreement,  U S WEST  is  investing  $2.5  billion  in  TWE, 
providing  its  telecommunications  expertise,  and  will  jointly  manage 
the  Full  Service  Networks  with  Time  Warner. 

• TWE  is  a global  strategic  partnership  currently  consisting  of  Time 
Warner,  Toshiba  Corporation,  and  ITOCHU  Corporation, 
comprising  Time  Warner  Cable,  Warner  Bros.,  Home  Box  Office, 
and  other  activities. 

• Partners  stated  $1  billion  of  the  investment  will  be  specifically 
targeted  to  accelerate  the  building  of  the  Full  Service  Networks  in 
Time  Warner  Cable  systems  and  will  be  invested  during  the  four 
years  after  the  closing  of  the  deal.  The  companies  expect  to 
complete  the  build-out  by  1998  for  the  vast  majority  of  Time  Warner 
Cable's  clustered  cable  systems. 

In  May  1993,  U S WEST  and  Oracle  aimounced  a strategic  agreement 
to  bring  an  array  of  interactive  multimedia  services  to  homes, 
businesses,  and  schools  using  the  different  types  of  technology  they 
already  have  available. 

• Customers  will  eventually  be  able  to  make  purchases,  watch  video 
entertainment,  obtain  information,  and  send  or  receive  messages 
using  existing  PCs,  fax  machines,  cellular  or  conventional  telephones 
and  eventually  through  screenphones,  interactive  television  sets,  or 
personal  digital  assistants.  The  message  could  come  in  various 
forms,  such  as  voice  or  electronic  mail,  a fax,  or  even  a video  clip. 

• U S WEST'S  goal  is  to  enable  customers  around  the  world  to  get  the 
information  they  want  at  any  time,  from  any  place,  in  any  form,  using 
any  equipment. 

• Oracle  will  develop  multimedia  server  software  based  in  part  on  its 
existing  data  base  technology  and  U S WEST  will  partner  with 
information  providers  to  bring  the  service  to  the  marketplace. 
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• The  first  of  the  new  services  could  be  available  by  the  end  of  the 
year. 

During  1992,  the  following  services  were  introduced  or  expanded: 

• Voice  Messaging  Services,  now  available  to  residents  in  40  cities  in 
11  states 

• Computerized  phone  services  such  as  Caller  ID,  Call  Rejection, 
Priority  Call,  Call  Trace,  Continuous  Redial,  and  Selective  Call 
Forwarding 

• Additional  Unes  for  fax  machines  and  customer  service,  along  with 
Business  Voice  Messaging,  Broadcast  Fax,  and  other  services  for 
small  businesses 

• Transparent  LAN  services,  connecting  business  or  government 
agency  local  computer  networks  at  ultra-high  speeds 

• Frame  Relay  Service  and  SMDS 

• The  U S WEST  Electronic  Directory  (available  for  Minneapolis/St. 
Paul)  and  SearchDisc,  a CD  directory  data  base 

• NewsFax  services 

Community  Link^,  available  in  several  cities,  is  a videotex  service 
providing  news,  weather,  sports,  chat  services,  shopping,  and 
community  information. 

Through  the  Carrier  Market  Unit  of  U S WEST  Communications,  the 
company  provides  billing  and  collection  services  to  long  distance  and 
nonaffiliated  local  telephone  companies. 

• These  services  contributed  approximately  $104.7  million,  $127.9 
million,  and  $133.5  million  to  revenue  in  1992,  1991,  and  1990, 
respectively. 

• During  1992,  U S WEST  licensed  its  billing  software  which  is  used 
internally  to  Sprint  Corporation. 

Marketing  Resources  Plus  provides  a range  of  media  analysis 
applications  software  products. 

• More  than  2,000  advertising  agencies  use  Media  Management 
Plus™  and  Adman™  software  to  automate  media  and  accounting 
functions. 
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Alliances 


Broadcast  Management  Plus™  software  is  used  by  some  40%  of 
U.S.  television  stations  to  automate  their  sales  research  and  proposal 
functions. 


In  addition  to  the  alliances  described  above,  U S WEST  has  various 

joint  ventures/agreements  related  to  its  international  operations  as 

follows: 

• TeleWest  Communications  Group  is  a joint  venture  between  U S 
WEST  and  Tele-Communications,  Inc.  (TCI),  providing  cable 
television  services  in  the  U.K. 

• TeleWest  Europe  Group  is  a joint  venture  between  U S WEST  and 
TCI  providing  cable  television  services  in  Europe.  With  United 
International  Holdings,  TeleWest  Europe  owns  cable  systems  in 
Hungary,  Sweden,  and  Norway. 

• In  France,  U S WEST  holds  an  interest  in  Lyonnaise 
Communications,  the  cable  subsidiary  of  Lyonnaise  de  Eaux. 

• U S WEST  and  Cable  & Wireless  are  developing  the  world's  first 
commercial  Personal  Communications  Network  (PCN)  for  digital 
mobile  telephone  service  in  the  U.K.  under  the  brand  name  of 
Mercury  One-2-One. 

• In  the  area  of  cellular  services,  U S WEST  has  partnerships  in 
Hungary  (with  Hungarian  Telecommunications  Company),  The 
Czech  Republic  and  Slovakia  (with  Eurotel),  Russia,  and  Japan 
(with  DDI  Corporation  and  Nissan  Motor  Company). 
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Richard  D.  McCormick,  President  and  CEO 
Public  Corporation,  NYSE,  PSE 
Total  Employees:  65,829 
Total  Revenue,  Fiscal  Year  End: 

12/31/91:  $10,577,200,000 


The  Company  U S WEST  Inc.  is  a diversified  holding  company  whose  principal 

business  is  providing  telephone/telecommunications  services  to 
over  25  million  residential  and  business  customers  in  14  western 
and  midwestern  states.  Services  provided  by  U S WEST'S  combined 
telephone  operations  represented  approximately  77%,  81%,  and 
84%  of  total  revenue  in  1991,  1990,  and  1989,  respectively.  The 
company  also  provides  cellular  mobile  communications  and  paging, 
directory  publishing,  financial  services,  business  communications 
products  and  services,  software  products,  and  international  cable 
television  operations. 

During  1991,  U S WEST  recorded  a restructuring  charge  of  $915 
million  ($590  million  after  taxes).  The  charges  reflect  work  force 
reductions,  projected  losses  associated  with  exiting  the  real  estate 
business,  and  the  write-off  of  certain  intangible  assets. 

• During  1990,  U S WEST  decided  to  focus  its  Capital  Corporation 
segment  on  financial  services  and  to  exit  the  real  estate  business. 
During  1991,  the  company  sold  approximately  $510  million  of  its 
real  estate  portfolio  and  intends  to  sell  the  balance  of  its 
properties  over  the  next  several  years. 

• The  work  force  reductions  will  occur  during  the  next  several 
years  and  are  expected  to  affect  about  6,000  management  and 
non-management  employees. 

Other  acquisition/divestiture  activity  includes  the  following: 

• In  July  1991,  U S WEST  acquired  the  approximately  19% 
interest  in  U S WEST  NewVector  Group,  Inc.  that  it  did  not 
already  own  for  11.1  million  shares  of  U S WEST  common  stock 
in  a transaction  valued  at  about  $399  million.  NewVector,  which 
now  operates  as  a wholly  owned  subsidiary  of  U S WEST, 
provides  certain  cellular,  paging,  and  radio  communications 
services. 
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• In  April  1991,  U S WEST  sold  its  Applied  Communications,  Inc. 
subsidiary  to  Tandem  Computers  in  a non-monetary  exchange. 
Tandem  agreed  to  deliver  computer  systems  and  related 
consulting  services  to  U S WEST  through  April  30,  1995.  The 
transaction  was  valued  at  approximately  $56  million.  ACI,  based 
in  Omaha  (NE),  provides  transaction  processing  software  for  the 
financial  services  industry  and  also  offers  applications  and  an 
enhanced  services  platform  for  the  telecommunications  industry. 

• During  1989,  U S WEST  acquired  Command  Data  Systems  of 
Dublin  (CA).  Command  Data  now  operates  as  U S WEST 
Communications  Public  Safety  Group  and  provides  records 
management  systems  to  public  safety  agencies. 

• During  1989,  U S WEST  sold  its  NETCENTER  family  of 
software  tools  for  multivendor  network  management  to  IBM. 

The  products  were  marketed  and  supported  by  U S WESTs 
Network  Systems  Inc.  unit  based  in  Bellevue  (WA). 

U S WEST'S  total  1991  revenue  was  approximately  $10.6  billion,  a 
6%  increase  over  1990  revenue  of  nearly  $10.0  billion.  Net  income 
was  $553.4  million  in  1991  and  reflects  the  restructuring  charges 
previously  discussed.  A three-year  financial  summary  follows: 


U S WESTING. 

THREE-YEAR  FINANCIAL  SUMMARY 
($  millions,  except  per  share  data) 


• 

FiSCAL  YEAR 

ITEM 

1991 

1990 

1989 

Revenue 

• Percent  increase 

$10,577.2 

$9,957.3 

$9,690.2 

(decrease)  from 
previous  year 

6% 

3% 

5% 

Income  before  taxes 

$740.7 

$1,759.5 

$1,544.9 

• Percent  increase 
(decrease)  from 

(a) 

previous  year 

(58%) 

14% 

(5%) 

Net  income 

$553.4 

$1,198.9 

$1,110.7 

• Percent  increase 
(decrease)  from 
previous  year 

(54%) 

8% 

(2%) 

Earnings  per  share 

$1.38 

$3.11 

$3.01 

■ Percent  increase 
(decrease)  from 
previous  year 

(56%) 

3% 

(2%) 

(a)  Includes  restructuring  charges  of  $915  million. 
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Key  Products  and 
Services 


U S WEST'S  current  organization  is  shown  in  the  exhibit  and 
includes  the  following  business  units; 

U S WEST  Communications  Group: 

U S WEST  Communications  is  the  telecommunications  subsidiary 
formed  by  combining  the  staffs  and  operations  of  companies 
formerly  known  as  Mountain  Bell,  Northwestern  Bell,  and  Pacific 
Northwestern  Bell.  U S WEST  Communications  provides  local 
phone  service,  in-state  long-distance  service  within  specified  calling 
areas,  local  phone  connections  to  interstate  long-distance 
companies,  integrated  communications  systems,  and  operator 
services  within  the  company's  14-state  region. 

U S WEST  Communications  has  the  following  Market  Groups: 

• Business  and  Government  Services  (headquartered  in 
Minneapolis,  with  1,981  employees)  provides  integrated  voice, 
data,  and  video  network  services  to  large  business  customers  and 
public-tax  supported  organizations  throughout  U S WEST'S  14- 
state  region. 

- This  market  includes  Public  Safety,  which  manages  911  data 
bases  and  sells  and  installs  related  customer  premises 
equipment  (CPE)  and  software  applications;  and  U S WEST 
Communications  Services  Inc.,  an  unregulated  affiliate  that 
provides  direct  sales  for  network  services  and  CPE. 

- The  unit  has  over  38,000  customers,  including  large 
businesses,  state  governments,  municipalities,  counties,  special 
governing  districts,  and  educational  institutions. 

• Federal  Services  (headquartered  in  Englewood  with  336 
employees)  provides  integrated  voice  and  data  network  solutions 
to  federal  government  agencies  and  facilities  located  within  U S 
WEST  Communications'  territory.  Customer  premise  equipment 
is  provided  through  a separate  subsidiary,  U S WEST 
Communications-Federal  Services,  Inc. 

• Home  and  Personal  Services  (headquartered  in  Phoenix,  with 
4,600  employees)  markets  telecommunications  services  to  more 
than  23  million  residential  customers  in  U S WEST'S  14-state 
region. 

• Small  Business  Services  (headquartered  in  Phoenix,  with  1,760 
employees)  focuses  on  businesses  with  fewer  than  100  employees. 
Customers  include  more  than  755,000  small  businesses. 


June  1992 


Copyright  1992  by  INPUT.  Reproduction  Prohibited. 


Page  3 of  12 


Page  4 of  12  Copyright  1992  by  INPUT.  Reproduction  Prohibited.  June  1992 


EXHIBIT 


US  WEST 

Communications  Group 


-Business  and  Government  Sen/ices 
“Federal  Services 
-Small  Business  Services 
-Home  and  Personal  Services 
-Public  Services 

-Carrier  and  Information  Provider 
Division 

• Exchange  Carrier  Services 

• Information  Provider 

• Carrier  Market  Unit 
-Advanced  Communications  Services 
-Northwestern  Bell  Phones 

-US  WEST  Enhanced  Services,  Inc. 
—Service  Units 

• Network  and  Technology 
Services 

• Public  Policy 


US  WEST 


US  WEST 
Diversified  Group 


-US  WEST  NewVector  Group 

• US  WEST  Cellular 

• US  WEST  Paging 

—US  WEST  Marketing  Resources 

• Marketing  Resources  Plus 

• TransWestem  Publishing 

• US  WEST  Direct 

• US  WEST  Market 
Information  Products 

• US  WEST  Marketing 
Resources  International 


Capital  Corporation 


-Dumas  West  - U.K. 
“Financial  Security  Assurance 
-Residual  Value  Insurance 
Guaranty  Co.,  Ltd. 

-US  WEST  Financial  Services 


US  WEST 

International  and  Business 
Development  Group 

-Cable  Communications  Division 
“Commercial  Development  Division 
-International  Networks 
-Spectrum  Enterprises  International 
-US  WEST  International  and 
Business  Development 


Internal  Support 
Organizations 

-US  WEST  Business  Resources 
“US  WEST  Advanced  Technologies 
US  WEST  Management  Information 
Services 
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Public  Services,  with  170  employees,  provides  communications 
services  for  public  payphones. 

The  Carrier  and  Information  Provider  Division  includes  the 
following  units: 

- The  Information  Provider  Market  Unit  (headquartered  in 
Denver,  with  135  employees)  serves  more  than  150 
information  providers  in  the  audiotext  and  videotext  market 
with  services  such  as:  U S WEST  Community  Link  Service, 

U S WEST  Audio  Options  Service,  ANI,  Order  Entry  Service, 
976  Information  Delivery  Service,  and  960  Network  Access 
Service. 

- The  Carrier  Market  Unit  (headquartered  in  Denver,  with  848 
employees)  provides  long-distance  and  wireless  companies 
with  connections  to  the  local  telephone  network,  billing  and 
collection  services,  and  Self-Healing  Services.  Customers 
include  nationwide  long-distance  companies,  cellular  and 
wireless  communications  companies,  wholesale  carriers  that 
offer  network  services  to  interexchange  carriers,  and  other 
large-volume  users. 

- The  Exchange  Carrier  Market  Unit  (headquartered  in 
Minneapolis,  with  206  employees)  provides 
telecommunications  services  to  independent  local  exchange 
telephone  companies  in  U S WEST  Communications'  14 
states.  Customers  include  more  than  400  exchange  carriers, 
group  companies  (such  as  General  Telephone,  United 
Telephone,  and  Continental  Telephone),  publicly  held 
companies  (such  as  Mankato  Citizens  Telephone  Company 
and  Lincoln  Telephone  and  Telegraph),  and  cooperatives. 

Northwestern  Bell  Phones,  an  unregulated  subsidiary  based  in 
Omaha  with  67  employees,  sources  and  distributes  consumer 
electronic  products. 

U S WEST  Enhanced  Services,  Inc.  (based  in  Denver  with  100  ■ 
employees)  is  a new  unregulated  subsidiary  whose  principal 
product  is  Fax  Mail,  a product  used  to  retrieve  faxes  from  a 
remote  location  through  voice  mail. 

Advanced  Communications  Services  (based  in  Minneapolis  with 
300  employees)  is  a new  unregulated  subsidiary  that  provides  a 
total  systems  approach  for  data,  image,  and  video  connectivity 
needs  for  business,  government,  and  education  customers. 
Services  are  provided  for  private  and  public  wideband  transport 
services,  LAN  interconnect,  and  network  applications  and 
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services,  including  Switched  Multi-megabit  Data  Service  (SMDS) 
and  Frame  Relay. 

• Staff  organizations  support  Marketing,  Finance,  Human 
Resources,  Legal  Services,  Public  Relations,  Strategy 
Development,  and  the  Total  Quality  System. 

U S WEST  Communications  Service  Units  include  the  following: 

• Network  & Technology  Services,  with  nearly  35,000  employees, 
provides  network  service  delivery  through  its  Western,  Central, 
and  Eastern  Regions;  technical  support  services;  and  operator 
and  information  services,  including  delivery  of  value-added 
products  and  services  from  the  subscriber  listings  data  base,  local 
and  IntraLATA  toll  operator  services,  1-800  USW-HELP,  credit 
card  validation,  and  fraud  detection  services. 

• Public  Policy  (based  in  Seattle  with  500  employees)  develops  and 
implements  plans  to  meet  company  legislative  and  regulatory 
strategies. 

Diversified  Group: 

U S WEST  NewVector  Group,  Inc.  (based  in  Bellevue  with  nearly 
2,000  employees)  manages  the  cellular  and  paging  services  in  the 
U.S;  and  coordinates  and  directs  wireless  strategy  across  U S 
WEST. 

• Through  U S WEST  Cellular,  Inc.,  the  company  markets  cellular 
services  in  27  metropolitan  markets  and  21  rural  markets  in  15 
midwestern,  western,  and  southwestern  states  through  five 
regional  offices,  serving  more  than  293,000  cellular  subscribers, 
compared  to  210,000  subscribers  in  1990. 

• Through  U S WEST  Paging,  Inc.,  the  company  provides  paging 
services  in  88  markets  in  14  midwestern,  western,  and 
southwestern  states.  During  1991  there  were  over  210,000  pagers 
in  service,  compared  to  161,600  in  1990.  This  unit  also  provides 
limited  two-way  radio  telephone  services  in  some  western  states. 

U S WEST  Marketing  Resources  Group  publishes  telephone  and 
city  directories  and  provides  marketing  services  and  software 
through  the  following  units: 

• U S WEST  Direct  (based  in  Englewood  with  over  2,700 
employees)  publishes  more  than  300  White  and  Yellow  Pages 
directories,  serving  businesses  and  consumers  in  the  Western 

U.S. 
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• TransWestern  Publishing  (based  in  San  Diego  with  530 
employees)  publishes  more  than  90  Yellow  Pages  directories 
across  the  U.S. 

• U S WEST  Marketing  Resources  International  (based  in 
Belgium)  develops  and  operates  the  international  business  of 
U S WEST  Marketing  Resources. 

• U S WEST  Market  Information  Products  (based  in  Loveland, 

CO  with  419  employees)  operates  through  two  groups  as  follows: 

- The  Reference  Directory  group  publishes  the  CATALIST 
Business  and  Household  Digest  for  communities  nationwide. 

- The  Direct  Marketing  Services  group  provides  direct  mail  and 
telemarketing  services. 

• Marketing  Resources  Plus  (based  in  Palo  Alto  with  160 
employees)  provides  software  packages  to  the  advertising, 
marketing,  and  media  industries. 

International  and  Business  Development  Group: 

Cable  Communications  Division  (based  in  Denver  with  23 
employees)  provides  cable  television  and  telecommunication 
services  to  cable  subscribers  in  the  U.K.,  France,  Norway,  Sweden, 
and  Hungary. 

Commercial  Development  Division  (based  in  Englewood)  manages 
corporate  review  and  approval  of  new  initiatives  for  all  U S WEST 
business  units  and  supports  structuring  and  reorganizing  activities. 

International  Networks  (based  in  London)  develops  network 
opportunities  such  as  transmission  and  switching  services  in  the 
international  marketplace. 

Spectrum  Enterprises  International  (based  in  London  with  20 
employees)  implements  U S WEST’S  international  radio 
communications  interests  to  cellular  subscribers  in  Hungary, 
Czechoslovakia,  St.  Petersburg,  and  Moscow. 

U S WEST  International  and  Business  Development  (based  in 
Englewood  with  36  employees)  identifies  and  develops  international 
opportunities  for  U S WEST  and  its  subsidiaries,  primarily  in  the 
network  infrastructure,  radio  communications,  private  network,  and 
marketing  service  areas. 
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Internal  Support  Organizations: 

U S WEST  Business  Resources  (based  in  Englewood  with  3,200 
employees)  provides  services  in  fleet,  flight,  real  estate,  office 
services,  and  material  management. 

U S WEST  Advanced  Technologies  (based  in  Boulder  with  600 
employees)  provides  applied  research  and  development  for  new 
products,  services,  and  systems  for  U S WESTs  domestic  and 
international  business  units. 

U S WEST  Management  Information  Services  (based  in  Englewood 
with  200  employees)  provides  computing,  project  management 
development,  operations,  and  data  communication  services  to 
U S WEST  units. 

Capital  Corporation: 

This  unit  manages  U S WEST'S  financial  servicing  activities  through 
the  following  units: 

• Dumas  WEST  - U.K.  (based  in  Lxindon)  is  a partnership  that 
provides  real  estate  merchant  banking  services  in  the  U.K.  and 
continental  Europe. 

• Financial  Security  Assurance  (based  in  New  York  City  with  164 
employees)  provides  financial  guaranty  insurance  for  debt 
obligations,  insuring  transactions  for  foreign  and  domestic  issuers 
in  global  capital  markets. 

• Residual  Value  Insurance  Guaranty  Co.,  Ltd.  (based  in  Bermuda 
with  10  employees)  is  an  insurance  company  involved  almost 
exclusively  in  insuring  the  value  of  transportation  assets,  at  the 
lease's  end. 

• U S WEST  Financial  Services,  Inc.  (based  in  Stamford,  CT  with 
200  employees)  provides  corporate  financing,  asset-based 
lending,  real  estate  financing,  financial  guaranty  insurance,  and 
various  financial  services  to  customers  worldwide. 

A three-year  summary  of  source  of  revenue  by  business  segment 
follows: 
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U S WEST  INC. 

THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

1991 

1990 

1989 

REVENUE 

PERCENT 

REVENUE 

PERCENT 

REVENUE 

PERCENT 

ITEM 

$ 

OF  TOTAL 

$ 

OF  TOTAL 

$ 

OF  TOTAL 

Telephone  companies 

- Local  service 

- Access  charges 

$3,500.6 

33% 

$3,390.3 

34% 

$3,329.0 

34% 

- Interstate 

2,023.4 

19% 

2,093.4 

21% 

2,217.2 

23% 

- Intrastate 

649.7 

6% 

586.8 

6% 

518.7 

5% 

- Long-distance  network 

1,462.7 

14% 

1,493.2 

15% 

1,491.3 

15% 

- Miscellaneous  (a) 

528.0 

5% 

529.1 

5% 

542.9 

6% 

$8,164.4 

77% 

$8,092.8 

81% 

$8,099.1 

84% 

Other  operations  (b) 

“ 

- Marketing  Resources 

Group 

$925.0 

9% 

$875.0 

9% 

$800.0 

8% 

- NewVector  Group 

324.9 

3% 

273.9 

3% 

189.5 

2% 

- Other 

70.7 

— 

127.4 

1% 

137.4 

1% 

$1,320.6 

13% 

$1,276.3 

13% 

$1,126.9 

11% 

Capital  assets 

1,097.4 

10% 

643.1 

6% 

512.4 

5% 

(Eliminations) 

(5.2) 

- 

(54.9) 

- 

(47.8) 

- 

TOTAL  * 

$10,577.2 

100% 

$9,957.3 

100% 

$9,690.6 

100% 

* Differences  due  to  rounding. 

(a)  Includes  billing  and  collection  services  revenue  of  approximately  $127.9  million,  $133.5  million, 
and  $151.4  million  for  1991,  1990,  and  1989,  respectively. 

(b)  INPUT  estimates. 


The  following  discussion  focuses  on  the  information  services-related 
products  and  services  offered  by  U S WEST. 

• In  September  1991,  U S WEST  Communications  announced  a 
$300  million  commitment  to  the  company's  new  Advanced 
Communications  Services  business  in  a move  to  accelerate  the 
company's  entry  into  the  data,  image,  and  video  connectivity 
markets  during  1992. 

- The  new  unit  enables  U S WEST  to  take  a total  systems 
approach  in  the  deployment  of  private  and  public  wideband 
transport  services,  LAN  interconnect,  and  a variety  of  network 
applications  and  services. 
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- Services  planned  for  introduction  during  1992  include  the 
availability  of  SMDS  and  Frame  Relay  services  in  nine  and  14 
metropolitan  areas,  respectively. 

• In  January  1992,  the  company  announced  Traffic  Watch,  an 
information  service  that  provides  recorded  traffic  reports, 
tailored  to  specific  geographic  sections  of  the  three  metropolitan 
areas  in  which  it  is  offered-Denver,  Seattle,  and  Minneapolis. 
The  information,  which  is  accessible  via  cellular  telephone,  is 
gathered  and  maintained  by  U S WEST  Cellular. 

• The  Community  Link‘d  provides  audiotext  and  videotext  services, 
which  are  scheduled  for  initial  availability  in  Omaha, 
Minneapolis,  and  Seattle.  During  1991,  U S WEST  announced  a 
partnership  with  France  Telecom  and  plans  to  expand 
Community  Link  to  other  cities  in  U S WEST'S  region. 

• Voice  messaging  services  first  became  available  to  Denver 
residents  in  August  1989.  Small  business  customers  were  able  to 
get  their  own  voice  messaging  services  in  October  1989.  In  May 
1990,  Business  Voice  Messaging  Services  (BVMS)  were  made 
available  to  large  business,  government,  and  education  customers 
of  U S WEST  Communications. 

• Command-A-Link  (CAL)  is  an  interstate  network 
reconfiguration  service  that  enables  U S WEST  telephone 
customers  to  rearrange  their  voice  and  data  private  line  networks 
through  a remote  terminal  with  dial-up  access  to  central  offices 
without  any  assistance  from  the  local  telephone  company. 

- The  CAL  service  is  targeted  to  banks  and  other  financial 
institutions,  utilities,  large  retail  operations,  military 
installations,  hospitals,  and  other  entities  that  use  backup  data 
bases  in  case  of  disasters. 

- CAL  users  can  reroute  their  dedicated  transmissions  from 
remote  locations  to  the  backup  data  base  and  send  the  data 
back  to  the  primary  data  base  when  it  is  restored. 

• U S WEST  Communications  had  designed  a disaster  recovery 
network  for  U.S.  Bancorp's  380  branch  banks  located  in 
Washington  and  Oregon. 

• Through  the  Carrier  Market  Unit  of  U S WEST 
Communications,  the  company  provides  billing  and  collection 
services  to  long-distance  and  non-affiliated  local  telephone 
companies.  These  services  contributed  approximately  $127.9 
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million,  $133.5  million,  and  $151.4  million  to  revenue  in  1991, 
1990,  and  1989,  respectively. 

• Marketing  Resources  Plus  provides  a range  of  media  analysis 
applications  software  products. 

- More  than  2,000  advertising  agencies  use  Media  Management 
Plus™  and  Adman™  software  to  automate  media  and 
accounting  functions. 

- Broadcast  Management  Plus™  software  is  used  by  some  40% 
of  U.S.  television  stations  to  automate  their  sales  research  and 
proposal  functions. 

Internationally,  U S WEST  is  identifying  and  developing 

opportunities  in  network  infrastructures,  radio  communications, 

cable  television  and  telephony,  and  marketing  services. 

• U S WEST  and  the  Russian  Ministry  of  Posts  and 
Telecommunications  are  collaborating  on  the  construction  and 
operation  of  three  new  international  gateway  telephone 
switching  systems. 

• U S WEST  and  Lithuanian  PTT  have  formed  a joint  venture  to 
install  and  operate  the  first  international  gateway  telephone 
switching  system  in  the  Baltic  States. 

• Eurotel,  a joint  venture  of  U S WEST,  Bell  Atlantic,  and  the 
Czech  and  Slovak  Posts  and  Telecommunications 
administrations,  has  introduced  service  on  a public  switched 
packet  data  network. 

• Through  its  partnership  in  Mercury  PCN,  U S WEST  continues 
its  development  of  personal  communications  networks  based  on 
radio  communications. 

• In  the  area  of  cellular  services,  U S WEST  has  partnerships  in 
Hungary,  Czechoslovakia,  Russia,  and  Japan. 

• In  the  area  of  cable  television,  U S WEST  has  partnerships  in  the 
U.K.,  Hungary,  Scandinavia,  and  France. 

• In  February  1992,  U S WEST  acquired  NTE  NeuTech 
Entwicklungs-Gesellschaft  mbH  & Co.  KG,  a Munich-based 
company  involved  in  telecommunications  business  development 
and  research  and  development  projects. 
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Industry  Markets 


Geographic 

Markets 


U S WEST'S  noncaptive  revenue  is  derived  from 
telephone/telecommunications,  cellular  and  paging,  financial,  and 
real  estate  services  provided  to  business  and/or  residential 
customers;  interexchange  carrier  access,  billing  and  collection 
services,  billing  validation,  and  directories  provided  to  unaffiliated 
telephone  companies;  and  software  products  and  associated  services 
provided  to  the  banking  and  finance,  retail,  advertising,  and 
broadcasting  industries. 


INPUT  estimates  that  over  97%  of  U S WEST'S  1991  revenue  was 
derived  from  the  U.S. 

• Customers  are  primarily  located  in  the  14-state  region  served  by 
its  telephone  operations,  which  includes  Washington,  Oregon, 
Montana,  Idaho,  Wyoming,  Utah,  Arizona,  New  Mexico,  North 
Dakota,  South  Dakota,  Nebraska,  Minnesota,  Iowa,  and 
Colorado. 

The  remaining  3%  of  revenue  is  derived  from  international  sources, 
including  cable  services. 

U S WEST  has  offices  throughout  its  14-state  region  and  in 
Washington,  D.C. 

International  offices  are  in  England,  Germany,  Hong  Kong,  and 
Russia. 
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7800  East  Orchard  Road 
Englewood,  CO  80111 
(303)  793-6500 


Jack  A.  MacAllister,  Chairman  and  CEO 
Richard  D.  McCormick,  President 
Public  Corporation 
Total  Employees:  69,765 
Total  Revenue,  Fiscal  Year  End: 
12/31/88:  $9,221,000,000 


The  Company  U S WEST  Inc.  is  a diversified  holding  company  whose  principal 

business  is  providing  telephone/telecommunications  services  to 
nearly  12  million  residential  and  business  customers  in  14  western 
states.  Services  provided  by  U S WEST'S  combined  telephone 
operations  represented  approximately  88%,  88%,  and  90%  of  total 
revenue  in  1988,  1987,  and  1986,  r-espectively.  The  company  also 
provides  cellular  mobile  communications  and  paging,  directory 
publishing,  commercial  real  estate,  financial  services,  business 
communications  products  and  services,  software  products,  cable 
communications,  and  international  operations. 

U S WEST'S  business  activities  will  continue  to  focus  on  four 
strategic  arenas:  Communications,  Data  Solutions,  Marketing 
Resources,  and  Financial  Services. 

• More  than  6%  of  U S WEST'S  1988  revenue  came  from 
telephone  products  and  services  not  subject  to  traditional  rate- 
of-return  regulation.  Including  non-telephone  operations, 
nearly  21%  of  U S WEST'S  1988  revenue  came  from  products 
and  services  not  subject  to  traditional  rate-of-return  regulation. 

• U S WEST'S  objective  is  to  derived  50%  of  its  earnings  from 
products  and  services  (telephone  and  non-telephone)  not 
subject  to  traditional  rate-of-return  regulation  by  1995. 

U S WEST'S  total  revenue  reached  approximately  $9.2  billion,  a 
6%  increase  over  1987  revenue  of  $8.7  billion.  Net  income 
exceeded  $1.1  billion,  a 13%  increase  over  net  income  of  $1  billion 
for  1987.  A three-year  financial  summary  follows: 
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U S WEST  INC. 

THREE-YEAR  FINANCIAL  SUMMARY 
($  millions,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

1988 

1987 

1986 

Revenue 

• Percent  increase 

$9,221 

$8,697 

$8,381 

from  previous  year 

6% 

4% 

7% 

Income  before  taxes 
• Percent  increase 

$1 ,629 

$1,578 

$1,570 

(decrease)  from 
previous  year 

3% 

“ 

(2%) 

Net  income 
• Percent  increase 

$1,132 

(a) 

$1,006 

$924 

(b) 

(decrease)  from 

previous  year 

9% 

— 

Earnings  per  share 

$6.17 

$5.31 

$4.86 

• Percent  increase 

(a) 

from  previous  year 

16% 

9% 

-- 

(a)  Includes  a non-recurring,  after-tax  gain  of  $88. 7 million,  or  $0.48  per  share, 
from  the  public  sale  of  19%  of  U S WEST  NewVector  Group,  Inc.,  the 
compan/s  cellular  and  paging  services  unit. 

(b)  Includes  a $52  million,  after-tax  charge  for  the  restructuring  of  U S WEST 
Information  Systems,  the  company's  business  communication  equipment  unit. 


Information  services-related  acquisitions  made  by  U S WEST 
include  the  following: 

• In  November  1988,  U S WEST  acquired  Media  Management 

Plus  and  Broadcast  Management  Plus  (The  Plus  Companies)  of 

Palo  Alto  (CA).  Terms  of  the  purchase  were  not  disclosed. 

- The  Plus  Companies,  founded  in  1981,  provide 
microcomputer-based  application  software  products  for 
broadcasters  and  advertisers. 

- The  firms  had  approximately  90  employees  at  the  time  of  the 
acquisition. 

- In  December  1988,  Media  Management  Plus  acquired 
Microbase  Software,  Inc.  and  its  AdMan  agency  accounting 
system  for  small  public  relations  firms  and  advertising 
agencies.  Media  Management  Plus  also  acquired  the 
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Indianapolis  office  and  the  25  employees  associated  with  the 
AdMan  product. 

- The  Plus  Companies,  with  115  employees,  now  operate 
within  the  U S WEST  Marketing  Resources  Group. 

• In  1986,  U S WEST  acquired  Applied  Communications,  Inc. 
(ACI)  of  Omaha  (NE)  for  approximately  $120  million. 

- ACI,  founded  in  1975,  provided  transaction  processing 
software  products  and  associated  support  services. 

- ACI  had  approximately  285  employees  at  the  time  of  the 
acquisition  and  revenue  of  $29.3  million  for  the  fiscal  year 
ending  September  30,  1985. 

- In  September  1988,  ACI  acquired  a software  product  for 
terminal  passthrough  capability  from  Zentech.  The  product 
is  now  marketed  as  BASE24-menu™. 

- ACI  now  operates  as  a wholly  owned  subsidiary  of  U S 
WEST  within  the  U S WEST  Data  Systems  Group. 

In  May  1989,  U S WEST  closed  down  the  operations  of  U S 
WEST  Knowledge  Engineering,  Inc.  (KEI)  after  two  separate 
unsuccessful  negotiations  to  sell  its  operations.  KEI,  a subsidiary 
within  the  U S WEST  Data  Systems  Group,  provided  data 
management  software  products  to  U S WEST  and  other 
companies. 

• KEI  (formerly  Inacom  International)  was  acquired  by  U S 
WEST  in  October  1985  in  order  to  integrate  Inacom's  data 
management,  storage,  and  retrieval  technologies  into  the  U S 
WEST  organization  and  to  provide  data  management  products 
for  U S WEST  and  other  telecommunications  clients. 

• KEI,  headquartered  in  Denver,  had  approximately  90 
employees. 

U S WEST'S  regulated  business  operates  within  U S WEST 
Communications.  U S WEST  Diversified  Group  has  responsibility 
for  all  of  the  company's  unregulated  subsidiaries.  U S WEST'S 
current  organization  is  shown  in  the  exhibit  and  includes  the 
following  business  units: 
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US  WEST 
Communications 


- Home  and  Personal  Services 

- Large  Business  Services 

- Small  Business  Services 

- Information  Provider 

- Government  and  Education 
Services 

- Federal  Services 

- Carrier 

- Exchange  Carrier 

- Consumer  Public  Services 

- US  WEST  Service  Link 


US  WEST 
International 


US  WEST 

Data  Systems  Group 


I 

US  WEST  Capital 
Funding,  Inc. 


- Applied  Communications,  Inc. 

- US  WEST  Network  Systems, 
Inc. 

- Telcor 


- US  WEST  Cellular 

- US  WEST  Paging 


US  WEST 
New  Vector  Group 


US  WEST  Marketing 
Resources  Group 


- US  WEST  Direct 

- Trans  Western  Publishing 

- US  WEST  Marketing 
Resources  Company 

• Johnson  Directory  Division 

• Direct  Marketing  Division 

- The  PLUS  Companies 


US  WEST 
Financial  Services 


- US  WEST  Financial 
Services,  Inc. 

- BetaWest  Properties,  Inc. 
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Communications: 

• U S WEST  Communications,  formed  in  May  1988,  combines 
the  company's  Mountain  Bell,  Northwestern  Bell,  and  Pacific 
Northwestern  Bell  telephone  operating  companies  into  one 
company.  U S WEST  Communications  furnishes 
telecommunications  services  to  residential  and  business 
customers  in  14  western  and  mid-western  states  through  the 
following  marketing  units: 

- The  Home  and  Personal  Services  Market  Unit 
(headquartered  in  Phoenix,  with  6,200  employees)  markets 
telecommunications  services  to  more  than  23  million 
residential  customers  served  by  8.5  million  residential  access 
lines  in  U S WESTs  region. 

- The  Large  Business  Services  Market  Unit  (headquartered  in 
Minneapolis,  with  1,314  employees)  serves  more  than  12,500 
businesses  with  100  or  more  employees  and  also  provides 
switching  equipment,  transport  products,  and  customer 
premise  equipment. 

- The  Small  Business  Services  Market  Unit  (headquartered  in 
Phoenix,  with  1,748  employees)  focuses  on  businesses  with 
fewer  than  100  employees. 

- The  Information  Provider  Market  Unit  (headquartered  in 
Denver,  with  80  employees)  serves  more  than  200 
information  providers  offering  more  than  650  voice 
information  services  to  customers  throughout  U S WEST'S 
region.  This  unit  handles  services  such  as  videotex  and 
audiotext,  which  can  be  provided  by  other  vendors  through 
U S west's  network. 

- The  Government  and  Education  Services  Market  Unit 
(headquartered  in  Portland,  with  514  employees)  provides 
voice  and  data  communications  to  12,000  state  and  local 
government  agencies  and  educational  institutions  throughout 
the  14-state  region. 

- The  Federal  Services  Market  Unit  (headquartered  in 
Denver,  with  418  employees)  provides  service  to  federal 
agencies  within  the  14-state  territory. 

- The  Carrier  Market  Unit  (headquartered  in  Denver,  with 
1,111  employees)  assists  more  than  300  long-distance 
companies  and  non-affiliated  local  telephone  companies 
connect  their  networks  with  U S WESTs  network  and 
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provides  billing  and  collection  services.  Carrier  customers 
include  AT&T,  MCI,  US  Sprint,  and  local,  independent 
telephone  companies, 

- The  Exchange  Carrier  Market  Unit  (headquartered  in 
Minneapolis,  with  226  employees)  provides 
telecommunications  services  to  444  local  exchange  telephone 
companies  located  in  U S WEST'S  region. 

- The  Consumer  Public  Services  Market  Unit  provides 
communications  services  for  public  payphones. 

- U S WEST  Service  Link  provides  local  and  in-state  long- 
distance operator  service  for  U S WEST  Communications 
and  the  independent  telephone  companies  in  U S WEST'S 
region.  This  unit  also  provides  transaction  services  such  as 
nationwide  calling  card  billing  validation  for  participating 
long-distance  companies. 

• U S WEST  NewVector  Group,  Inc.  (Bellevue,  WA)  is  U S 

WEST'S  domestic  cellular  and  paging  operation. 

- TTirough  U S WEST  Cellular,  Inc.,  the  company  provides 
cellular  mobile  phone  services  to  more  than  83,000 
customers  in  29  western  cities-including  five  cities  in  the  top 
30  cellular  markets  in  the  nation:  San  Diego,  Minneapolis, 
Seattle,  Denver,  and  Phoenuc. 

- Through  U S WEST  Paging,  Inc.,  the  company  provides 
paging  services  in  51  western  cities,  serving  more  than  90,600 
paging  customers. 

• U S WEST  International  focuses  on  U S WEST'S  international 

strategies. 

- During  1988,  this  unit  acquired  a 10%  interest  in  Lyonnaise 
Communications,  a French  cable  television  company. 

- US  WEST  International  is  a partner  in  The  Cable 
Corporation  consortium,  which  was  awarded  the  cable 
television  franchise  for  Birmingham  (England). 

- US  WEST  International  has  agreed  to  purchase  up  to  25% 
of  Cable  London,  pic.,  a cable  firm  that  serves  several 
London  suburbs. 

- U S WEST  International  is  part  of  a consortium  that 
submitted  a bid  on  February  28,  1989  to  build  a cable 
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television  system  in  Hong  Kong.  A decision  on  the  bidding  is 
expected  in  August  1989. 

• U S WEST  Advanced  Technologies,  Inc.  (headquartered  in 
Englewood,  CO,  with  500  employees)  is  the  subsidiary 
responsible  for  the  development  of  new  products  and  services. 

U S WEST'S  internal  data  processing  operations  are  managed 
through  this  unit. 

Data  Solutions: 

U S WEST  Data  Systems  Group  combines  most  of  U S WEST'S 
externally  focused  software  operations  and  includes  the  following 
subsidiaries: 

• Application  Communications,  Inc.  (headquartered  in  Omaha, 
NE,  with  605  employees)  provides  transaction  processing 
software  products,  networking  software,  custom  development 
and  consulting  professional  services,  systems  integration 
services,  and  associated  hardware. 

• U S WEST  Network  Systems  Inc.  (headquartered  in  Bellevue, 
WA,  with  75  employees)  provides  network  management 
software  products. 

• Telcor,  a joint  venture  with  TELIC,  provides  information 
management,  billing,  operational  support,  and  computer-aided 
design  and  engineering  software  and  systems  to  the 
telecommunications  industry. 

Marketing  Services: 

U S WEST  Marketing  Resources  Group  publishes  telephone  and 
city  directories  and  provides  marketing  services  and  software 
through  the  following  units: 

• U S WEST  Direct  publishes  White  and  Yellow  Pages 
directories  in  nearly  300  communities  in  U S WEST'S  14-state 
region. 

• Trans  Western  Publishing  publishes  more  than  100  Yellow 
Pages  directories  in  14  states  outside  U S WEST'S  territory. 

• U S WEST  Marketing  Resources  Company  operates  through 
two  divisions  as  follows: 

- The  Johnson  Directory  Division  publishes  460  city 
directories  in  39  states. 
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Key  Products  and 
Services 


- The  Direct  Marketing  Division  provides  direct  marketing 
lists,  directory  inserts,  and  list  brokering  services. 

• Media  Management  Plus  and  Broadcast  Management  Plus 
(headquartered  in  Palo  Alto,  CA,  with  115  employees)  provide 
software  packages  to  advertising  agencies  and  broadcasters. 

Financial  Services: 

• U S WEST  Financial  Services,  Inc.  (Englewood,  CO)  provides 
equipment  leasing  and  sales  financing  for  U S WEST  customers 
and  for  other  companies.  During  1988,  this  unit  acquired 
Westinghouse  Credit  Corporation's  Fixed  Asset  Lending 
Division. 

• BetaWest  Properties,  Inc.  (Denver),  formed  in  1986,  is  a full- 
service  commercial  real  estate  development  company  serving 
both  U S WEST  affiliates  and  other  companies.  Unaffiliated 
companies  account  for  about  half  of  its  business. 

Corporate: 

• U S WEST  Capital  Funding,  Inc.  (Englewood,  CO)  provides 
financing  to  U S WEST  and  its  affiliates. 


A three-year  summary  of  source  of  revenue  by  business  segment 
follows: 
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U S WEST  INC. 

THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

1988 

1987 

1986 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

Telephone  companies 
- Local  service 

$3,299.9 

36% 

$3,252.7 

37% 

$3,117.5 

37% 

- Access  charges 
- Interstate 

2,237.5 

24% 

2,158.8 

25% 

2,272.7 

27% 

- Intrastate 

454.4 

5% 

406.7 

5% 

382.4 

4% 

- Long  distance  network 

1,411.8 

15% 

1,180.8 

14% 

1,072.5 

13% 

- Miscellaneous  (a) 

675.2 

7% 

647.1 

7% 

724.7 

9% 

$8,078.8 

88% 

$7,646.1 

88% 

$7,569.8 

90% 

Other  operations  (b) 

- Marketing  Resources 
Group 

$700.0 

8% 

$665.0 

8% 

$670.0 

8% 

- BetaWest  Properties 

169.7 

2% 

198.3 

2% 

53.3 

1% 

- U S WEST  Financial 
Services 

157.5 

2% 

105.2 

1% 

64.8 

1% 

- NewVector  Group 

130.0 

1% 

100.0 

1% 

72.0 

1% 

- Applied  Communications 
Inc. 

68.1 

56.0 

29.0 

- Other 

252.1 

3% 

236.2 

3% 

123.1 

1% 

$1,477.4 

16% 

$1,357.4 

16% 

$1,012.2 

12% 

Information  Systems  (c) 

- 

-- 

-- 

-- 

$60.6 

1% 

(Eliminations) 

$(335.6) 

(4%) 

$(307.0) 

(4%) 

$(261.7) 

(3%) 

TOTAL 

$9,220.6 

100% 

$8,696.5 

100% 

$8,380.9 

100% 

(a)  Includes  billing  and  collection  sen/ices  revenue  of  approximate^  $ 154. 7 million,  $166.7  million, 
and  $165.2  million  for'l988,  1987,  and  1986,  respectively. 

(b)  INPUT  estimates. 

(c)  Includes  revenue  from  customer  premise  equipment  that  is  now  reported  in  the  Large  Business 
Services  Market  Unit  within  U S WEST  Communications. 


The  following  discussion  focuses  on  the  information  services- 
related  products  and  services  offered  by  U S WEST. 

Among  services  to  be  sold  under  the  U S WEST  Communications 
name  are  enhanced  911,  educational  video,  and  various  other 
voice/data  and  network  offerings. 
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• In  May  1988,  U S WEST  filed  plans  with  the  FCC  to  provide 
voice  messaging  services.  The  service  would  give  users  the 
capability,  via  a touch-tone  phone,  to  record,  direct,  and 
retrieve  voice  messages. 

• In  May  1988,  the  FCC  approved  U S WEST'S  proposal  to 
provide  Command-A-Link  (CAL),  an  interstate  network 
reconfiguration  service  than  enables  U S WEST  telephone 
customers  to  rearrange  their  voice  and  data  private  line 
networks  through  a remote  terminal  with  dial-up  access  to 
central  offices  - without  any  assistance  from  the  local 
telephone  company. 

- The  CAL  service  is  targeted  to  banks  and  other  financial 
institutions,  utilities,  large  retail  operations,  military 
installations,  hospitals,  and  other  entities  that  use  back-up 
data  bases  in  case  of  disasters. 

- CAL  users  can  reroute  their  dedicated  transmissions  from 
remote  locations  to  the  back-up  data  base  and  send  the  data 
back  to  the  primary  data  base  when  it  is  restored. 

- US  WEST  signed  over  50  customers  to  the  CAL  service  in 
1988,  generating  more  than  $75,000  in  special  access 
revenue.  The  company  estimates  that  it  will  be  serving  more 
than  230  customer  CAL  networks  by  the  end  of  1990. 

• During  1988  US  WEST  announced  an  information  gateway  that 
will  provide  users  of  terminals  and  IBM  PCs  with  access  to  a 
variety  of  information  services,  including  local  shopping, 
calendar  and  ticket-ordering  services,  as  well  as  national 
information  data  bases. 

- The  gateway  will  also  provide  access  to  international 
information  services  through  an  agreement  between  U S 
WEST  and  New  York-based  videotex  company  Minitel  USA. 
In  May  1988,  U S WEST  Communications  and  Minitel  USA 
formed  an  agreement  to  jointly  explore  the  application  of  the 
French  Minitel  videotex 

- Other  companies  that  will  help  information  providers 
interface  with  U S WEST'S  gateway  include  U.S.  Videotel 
(Houston)  and  AVS  Gateway  Services,  Inc.  (Boston). 

- The  gateway  service  will  first  be  available  in  Omaha  (NE). 
Eventually,  more  than  40,000  business  and  residential 
customers  will  be  able  to  access  the  gateway. 
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• In  September  1988,  U S WEST  Communications  announced 
commercial  availability  of  combined  voice-data  services  in  sLx 
cities  under  the  name  "ISDN  Solutions". 

- The  company  will  provide  the  2B  plus  D basic  rate  access 
and  23B  plus  D primary  access  initially  in  Denver,  Seattle, 
Minneapolis-St.  Paul,  Phoenix,  and  Portland. 

- Some  18  cities  throughout  the  Southwest  and  Pacific 
Northwest  will  be  designated  ISDN  hubs  by  1990. 

- U S WEST  Communications  also  armounced  that  AT&T  had 
signed  a seven-year  agreement  for  approximately  1,000 
ISDN  lines  that  will  ultimately  link  six  AT&T  Denver 
metropolitan  area  locations. 

- The  company  began  offering  ISDN  capabilities  to  two  of  its 
major  corporate  customers  in  June  1988  as  part  of  custom 
Centrex  packages:  3M  Corp.  (Minneapolis-St.  Paul)  and 
Boeing  (Seattle). 

- In  May  1988,  U S WEST  signed  a three-year,  multimillion- 
dollar  non-exclusive  distribution  agreement  with  Fujitsu 
America.  The  pact  calls  for  U S WEST  Information  Systems 
to  market  Fujitsu's  line  of  ISDN  terminals,  including  digital 
telephone  sets  and  ISDN  terminal  adapters.  Eventually  the 
deal  will  extend  to  Fujitsu’s  Image  Station,  an  integrated 

. voice/data/graphics  processing  terminal. 

• U S WEST  Communications  had  designed  a disaster-recovery 
network  for  U.S.  Bancorp's  380  branch  banks  located  in 
Washington  and  Oregon. 

• Through  the  Carrier  Market  Unit  of  U S WEST 
Communications,  the  company  provides  billing  and  collection 
services  to  long-distance  and  non-affiliated  local  telephone 
companies.  These  services  contributed  approximately  $154.7 
million,  $166.7  million,  and  $165.2  million  to  revenue  in  1988, 
1987,  and  1986,  respectively. 

• Newspaper  Subscription  Billing  is  available  to  customers  in 
Iowa.  In  conjunction  with  the  Quad  City  (Iowa)  Times,  U S 
WEST  Communications  includes  newspaper  subscription 
billing  information  on  monthly  telephone  bills. 

U S WEST  Service  Link,  in  addition  to  providing  operator 
services,  provides  transaction  services  such  as  nationwide  calling 
card  billing  validation  for  participating  long-distance  companies. 
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Industry  Markets 


Geographic 

Markets 


To  date,  the  BVSR  Billing  Validation  Services  system  contains 
billing  validation  data  for  78%  of  the  U.S.  and  Canada. 

The  operations  of  Applied  Communications,  Inc.  and  U S WEST 
Network  Systems,  Inc.  are  described  in  separate  INPUT  Profiles. 


US  WEST'S  noncaptive  revenue  is  derived  from 
telephone/telecommunications,  cellular  and  paging,  financial,  and 
real  estate  services  provided  to  business  and/or  residential 
customers;  interexchange  carrier  access,  billing  and  collection 
services,  billing  validation,  and  directories  provided  to  unaffiliated 
telephone  companies;  and  software  products  and  associated 
services  provided  to  the  banking  and  finance,  retail,  advertising, 
and  broadcasting  industries. 


INPUT  estimates  over  97%  of  US  WESTs  1988  revenue  was 
derived  from  the  U.S. 

• Customers  are  primarily  located  in  the  14-state  region  served  by 
its  telephone  operations,  which  includes  Washington,  Oregon, 
Montana,  Idaho,  Wyoming,  Utah,  Arizona,  New  Mexico,  North 
Dakota,  South  Dakota,  Nebraska,  Minnesota,  Iowa,  and 
Colorado. 

The  remaining  3%  of  revenue  is  derived  from  international 
sources,  including  cable  services,  and  Applied  Communications 
Inc.  software  sales. 
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U S WEST  NETWORK  SYSTEMS 
INC. 

Suite  222 
14335  NE24th 
Bellevue,  WA  98007 
(206)  644-8400 


George  Haddix,  President 

Wholly  Owned  Subsidiary  of  U S WEST  Inc. 

Total  Employees:  75* 

Total  Revenue,  Fiscal  Year  End 
12/31/88:  $3-5  million* 

*INPUT  estimate 


The  Company  U S WEST  Network  Systems  Inc.  (NSI),  formed  in  1986,  develops, 

markets,  and  supports  the  NETCENTER^  family  of  software  tools 
for  multivendor  network  management.  Its  products  are  sold  to 
communications  network  managers  in  large  organizations. 

NSI  is  a wholly  owned  subsidiary  of  U S WEST  within  the  U S 
WEST  Diversified  Group,  which  has  responsibility  for  all  of  U S 
WEST'S  unregulated  subsidiaries. 

During  1988,  US  WEST  committed  to  channel  additional 
resources  into  NSI  in  order  to  expand  research  and  development 
and  sales.  The  intent  is  to  make  the  subsidiary  a "top"  network 
management  software  company. 

NSI  management  expects  the  company  to  be  profitable  in  two  to 
five  years. 


Key  Products  and  The  NETCENTER  family  features  the  following  products: 

Services 

• NETCENTER  Graphic  Network  Monitor  (GNM),  announced 
in  April  1987,  is  the  foundation  of  the  NETCENTER  product 
family.  GNM  allows  users  to  view  the  current  status  of  their 
SNA  networks  from  a color  graphics  workstation. 

- With  NETCENTER  GNM,  network  operators  can  see  the 
entire  network  graphically,  review  component  problems  and 
failures  quickly,  issue  commands,  and  monitor  several 
domains  or  component  levels  simultaneously. 

- Complex  data  and  messages  from  VTAM  (or  IBM's  NCCF, 
NPDA,  or  NetView,  if  available)  is  captured  and  translated 
into  graphic  information.  GNM  enhances,  but  does  not 
require,  NetView. 
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- GNM  consists  of  an  MVS  mainframe  application  and  a DOS 
workstation  application,  GNM  is  priced  at  about  $40,000  for 
a base  level  system.  There  are  currently  about  30 
installations. 

- GNM  Version  2,  announced  in  April  1989,  provides  the 
following  GNM  options: 

• The  VM  Subhost/SNA  option  provides  the  network 
monitoring  and  control  functions  previously  available 
through  GNM  only  for  MVS/VTAM  domains.  This 
option  is  priced  at  about  $18,000. 

• The  Service  Point  Interface  option  provides  GNM 
Version  2 functions  for  non-SNA  network  devices.  This 
option  uses  the  SNA  Management  Services  Architecture 
for  non-SNA  network  that  support  a Service  Point 
Interface  to  VTAM  (E.G.  NetView/PC  or  equivalent). 
This  option  is  priced  at  about  $10,000. 

• The  NetView-DECnet  Interface  option  extends  the  real- 
time monitoring  capabilities  of  GNM  Version  2 to  the 
DECnet  environment.  This  option  is  priced  at  about 
$13,000. 

• Netcenter  Inventory  Information  Management  (IIM), 
introduced  in  April  1988,  extends  GNM's  troubleshooting 
capability  by  allowing  an  operator  to  display  a detailed  record 
of  individual  SNA  and  non-SNA  components.  IIM  is  priced  at 
about  $15,000. 

Industry  Markets 

The  target  market  for  NSI's  products  includes  communications 
network  managers  in  large  organizations. 

Clients  include  Merrill  Lynch,  McKesson,  and  Bank  South. 

Geographic 

Markets 

Approximately  90%  of  NSI's  revenue  is  derived  from  the  U.S.  and 
10%  from  international  sources. 
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A Publication  from  INPUT’S  Vendor  Analysis  Program  - U.S. 


December  1996 

U S WEST,  Inc. 


Chairman 

& CEO:  Richard  D.  McCormick 

7800  East  Orchard  Road 
Englewood,  CO  80111 
Phone:  (303)  793-6500 

Fax:  (303)  793-6245 

Internet:  http://www.uswest.com 


Status:  Public 

Employees:  61,000(12/96) 

Revenue:  $11,746,000,000 

Fiscal  Year  End:  12/31/95 


Key  Points 

• US  WEST,  Inc.  is  a diversified  global 
communications  firm  that  owns  companies 
involved  in  domestic  and  international 
telecommunications,  cable  and  wireless 
networks,  directory  publishing,  and 
interactive  multimedia  services. 

• In  November  1996,  U S WEST  finalized  the 
merger  of  its  U S WEST  Media  Group  with 
Continental  Cablevision,  the  nation’s  third 
largest  broadband  telecommunications 
company. 

©INPUT  1996 


• In  October  1995,  U S WEST  shareholders 
approved  a plan  to  create  two  classes  of 
common  stock  to  reflect  separately  the 
performance  of  its  communications  and 
multimedia  businesses. 

Company  Description 

U S WEST  is  a diversified  global 
telecommunications  company  that  conducts 
its  operations  through  two  groups: 

• The  U S WEST  Communications  Group 
primarily  provides  telecommunications 
services  to  more  than  25  million  business 
and  residential  customers  in  14  western  and 
midwestern  states:  Arizona,  Colorado, 

Idaho,  Iowa,  Minnesota,  Montana, 

Nebraska,  New  Mexico,  North  Dakota, 
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Oregon,  South  Dakota,  Utah,  Washington, 
and  Wyoming. 

• The  U S WEST  Media  Group  operates 
domestic  and  international  cable  television 
and  wireless  telecommunications  networks, 
publishes  directories,  and  develops  and 
markets  interactive  multimedia  services. 

Effective  November  1,  1995,  each  share  of  U S 
WEST,  Inc.  common  stock  was  converted  into 
one  share  each  of  U S WEST  Communications 
Group  common  stock  and  U S WEST  Media 
Group  common  stock. 

Organization  and  Structure 

U S west’s  operations  are  conducted  by  the 
U S WEST  Communications  Group  and  the 
U S WEST  Media  Group. 

• The  current  organization  of  these  two 
groups  is  shown  in  Exhibits  A and  B. 

• Operations  of  each  unit  are  summarized 
under  Key  Products  and  Services. 

Key  executives  of  the  U S WEST 
Communications  Group  are  shown  below: 


Communications  Group 
Key  Executives 


Name 

Title 

Sol  Trujillo 

President  & CEO 

Tom  Bystrzychi 

EVP,  Operations  and 
Technologies 

Bob  Hawk 

President,  Carrier  Division 

Barbara  Japha 

VP,  Treasurer,  and  CFO 

Jim  Steve r 

EVP,  Public  Policy 

John  Arrington 

VP  Human  Resources 

Source:  U S WEST 


Key  executives  of  the  U S WEST  Media  Group 
are  shown  below: 


Media  Group 
Key  Executives 


Name 

Title 

Charles  M.  Lillis 

President  & CEO 

A.  Gary  Ames 

President  & CEO,  U S 
WEST  International 

Stephen  A.  Boyd 

President  & CEO,  U S 
WEST  Marketing  Resources 
Group,  Inc. 

John  O’Farrell 

President,  U S WEST 
Interactive  Services,  Inc. 

Thomas  E.  Pardun 

President  & CEO,  U S WEST 
Multimedia  Communications 

Janice  C.  Peters 

President,  Wireless  Operations 

Amos  Hostetter 

CEO,  Domestic  Cable 

Douglas  D.  Holmes 

EVP  Finance  and  Strategy  for 
Domestic  Cable 

Roger  K.  Christensen 

VP  Group  Operations  and 
Strategy 

Patti  A.  Klinge 

VP,  Human  Resources 

Judith  A.  Servoss 

VP,  Public  Relations 
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Company  Strategy 

U S WEST  Coinmujiications  Group 

The  Communications  Group’s  strategy  is  to 
offer  integrated  communications, 
entertainment,  information,  and  transaction 
services  over  both  wired  and  wireless 
networks  to  its  customers  primarily  within  its 
14-state  region.  Key  initiatives  to  support 
this  strategy  include: 

• Providing  superior  customer  service 

• Building  customer  loyalty 

• Enhancing  network  capacity  and  capability 


Page  2 of  13 


© INPUT  1996  Reproduction  prohibited. 


U S WEST,  Inc. 
December  1996 


U S WEST,  Inc. 

December  1996  © INPUT  1996  Reproduction  prohibited.  Page  3 of  13 


o 


o 


Exhibit  A 

U S WEST  Communications  Group  Organization  Structure 


- Products  and 
Services  Centers 

• Voice  Services 

• INTERPRISE  Networking 

Services 

• Long-Distance  Services 

• Wireless  Services 

• Cable/Multimedia  Services 

• Public  Access  Services 

- Customer  Solution  Center 

- Local  Markets 

- Sales  and  Service  Centers 

• Consumer  Sales  and  Service 

• Small  Business  Sales  and 

Service 

• Business  and  Government 

Sales  and  Services 


- Carrier  Market  Unit 

- Exchange  Carrier  Services 

- Wireless  Market  Unit 

- Carrier  Service  Delivery 


Network 

• Capacity  Planning 

• Local  Network  Operations 

• Network  Programs 

and.Operations 

• Service  Assurance, 

Advanced  Technologies 

Business  Resources,  Inc. 

Operator  and 

Information  Services 

Information  Technologies 


Interconnection 
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Exhibit  B 

U S WEST  Media  Group  Organization  Structure 
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Acquired  with  Continental  Cablevision 
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• Expanding  products  and  services 

• Ensuring  a fair  competitive  environment 

Strategic  initiatives  to  attract  and  retain 
customers  include: 

• Enhancing  existing  services  with  products 
such  as  caller  identification,  call  waiting, 
and  voice  messaging 

• Aggressive  expansion  of  data  services 

• Pursuing  opportunities  to  offer  paging, 
wireless,  and  cable  television  services 

• Rapid  entry  into  the  interLATA  long- 
distance market 

U S WEST  Media  Group 

The  Media  Group’s  strategy  is  based  on  the 
belief  that  communication  and  commerce  are 
migrating  from  other  mediums  to  electronic 
networks.  Over  time,  this  global  phenomenon 
will  result  in  networks  replacing  traditional 
distribution  channels. 


• To  meet  the  needs  of  this  growing  market, 
the  Media  Group  provides  local  connections 
and  then  integrates  market-based  service 
offerings  to  meet  the  needs  of  end  users. 

• The  Media  Group  executes  this  strategy 
through  three  lines  of  business — cable  and 
telecommunications,  wireless,  and  directory 
and  information  services — in  selected  high- 
growth  markets  worldwide. 

• The  group  intends  to  provide  highly 
clustered  customer  access  to  hybrid  fiber- 
coax  broadband  networks  for  delivery  of 
video,  data,  telephony,  and  multimedia 
services. 

Financials 

U S west’s  consolidated  revenue  for  1995 
was  $11.75  billion,  up  from  $10.95  billion  for 
1994.  Net  income  was  over  $1.3  billion, 
compared  to  $1.43  billion  for  1994.  A three- 
year  consolidated  financial  summary  for  U S 
WEST,  Inc.  is  shown  below. 


U S WEST,  Inc. 

Three-Year  Financial  Summary 

($  Millions,  except  per-share  data) 


Fiscal  Year 

Item 

1995 

1994 

1993 

Revenue 

$11,746 

$10,953 

$10,294 

Income  before  taxes  and 
extraordinary  items 

$2,154 

$2,283 

$745 

Net  income  (loss)  (a) 

$1,317 

$1,426 

$(2,806) 

Earnings  (loss)  per  share  (a) 

N/A 

$3.14 

$(6.69) 

(a)  1993  results  include  an  extraordinary  charge  of  $3. 12  billion  ($7.45  per  share)  associated 
with  the  decision  to  discontinue  application  of  SF AS  No.71. 


Separate  financial  results  for  U S WEST 
Communications  Group  and  U S WEST 
Media  Group  are  shown  on  the  following 
pages. 


Revenue  Analysis  by  Product / Service 
Three-year  source  of  revenue  summaries 
for  the  U S WEST  Communications  and 
Media  Groups  follow  the  financial 
summaries. 
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U S WEST  Communications  Group 
Three-Year  Financial  Summary 
($  Millions,  except  per-share  data) 


Fiscal  Year 

Item 

1995 

1994 

1993 

Revenue 

$9,484 

$9,176 

$8,870 

• Percent  change  from 

previous  year 

3% 

3% 

4% 

Income  before  taxes  and 

$1,846 

$1,803 

$599 

extraordinary  items 

(a) 

• Percent  change  from 

previous  year 

2% 

201% 

N/A 

Net  income  (loss) 

$1,176 

$1,150 

$(2,809) 

• Percent  change  from 

(b) 

previous  year 

2% 

141% 

244% 

Pro  forma  earnings  per  share 

$2.50 

$2.53 

N/A 

• Percent  change  from 

previous  year 

— 

— 

— 

(a)  Includes  restructuring  charges  of  $880  million. 

(b)  Includes  an  extraordinary  charge  of  $3. 12  billion  ($7.45  per  share)  associated  with  the 


to  discontinue  application  of  SF AS  No.71. 


U S WEST  Media  Group 
Three-Year  Financial  Summary 
($  Millions,  except  per-share  data) 


Fiscal  Year 

Item 

1995 

1994 

1993 

Revenue 

$2,374 

$1,908 

$1,549 

• Percent  change  from 

previous  year 

24% 

23% 

12% 

Income  before  taxes 

$308 

$480 

$146 

• Percent  change  from 

(a) 

previous  year 

(15%) 

229% 

% 

Net  income 

$141 

$276 

$3 

• Percent  change  from 

previous  year 

49% 

* 

- 

Pro  forma  earnings  per  share 

$0.29 

$0.61 

N/A 

• Percent  change  from 

previous  year 

(36%) 

— 

— 

* Percent  change  exceeds  1 ,000%. 

(a)  Includes  restructuring  charges  of  $120  million. 
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U S WEST  Communications  Group 
Three-Year  Source  of  Revenue  Summary 
($  Millions) 


Fiscal  Year 

1995 

1994 

1993 

Product/Service 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Local  service 

$4,344 

46% 

$4,067 

44% 

$3,829 

43% 

Interstate  access 

2,378 

25% 

2,269 

25% 

2,147 

24% 

Intrastate  access 

747 

8% 

729 

8% 

682 

8% 

Long-distance  network 

1,189 

12% 

1,329 

14% 

1,442 

16% 

Other  services  (a) 

826 

9% 

782 

9% 

770 

9% 

Total 

$9,484 

100% 

$9,176 

100% 

$8,870 

100% 

(a)  Includes  billing  and  collection  services  provided  to  interexchange  carriers,  voice  messaging  services,  high- 
speed data  transmission  services,  sales  of  service  agreements  for  inside  wiring  and  customer  premises 
equipment. 


U S WEST  Media  Group 
Three-Year  Source  of  Revenue  Summary 
($  Millions) 


Fiscal  Year 

1995 

1994 

1993 

Product/Service 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Directory  and  information  services 

$1,180 

50% 

$1,075 

56% 

$956 

62% 

Wireless  communications 

941 

40% 

781 

41% 

561 

36% 

Cable  and  telecommunications 

215 

9% 

18 

1% 

- 

- 

Other 

38 

1% 

34 

2% 

32 

2% 

Total 

$2,374 

100% 

$1,908 

100% 

$1,549 

100% 

Interim  Results 

U S WEST  Communications  Group  reported 
revenue  of  $7.48  billion  for  the  nine  months 
ending  September  30,  1996,  up  6%  over  $7.05 
billion  for  the  same  period  in  1995. 

• Net  income  was  $938  million,  a 5%  increase 
over  $895  million  for  the  same  period  a year 
ago. 


• INTERPRISE,  the  data  networking  services 
division,  reported  a revenue  increase  of 
more  than  100%  compared  with  the  same 
period  a year  ago. 

U S WEST  Media  Group  reported  revenue  of 
$1.96  billion  for  the  nine  months  ending 
September  30,  1996,  up  14%  over  $1.72  billion 
for  the  same  period  in  1995. 
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• Revenue  from  directories  increased  6%, 
wireless  increased  29%,  and  cable  increased 
7%. 

• Net  income  was  $10  million,  compared  to 
$69  million  for  the  same  period  a year  ago. 

Market  Financials 

U S west’s  revenue  is  derived  from 
residential  and  business  customers  in  a range 
of  industries. 

The  largest  volume  of  the  Communications 
Group’s  services  are  provided  to  AT&T. 
During  1995,  1994,  and  1993,  revenue  related 
to  those  services  provided  to  AT&T  were 
approximately  $1.08  billion,  $1.13  billion,  and 
$1.16  billion,  respectively. 

Geographic  Markets 

International  revenue  is  derived  from 
directory  publishing  services  provided  in 
Europe.  These  revenues  were  $122  million, 
$44  million,  and  $7  million  in  1995,  1994,  and 
1993,  respectively. 

U S west’s  investments  in  international 
cable-telephony  and  wireless  operations  are 
accounted  for  under  the  equity  method. 

Approximately  97%  of  the  revenue  of  the 
Communications  Group  comes  from  U S 
WEST  Communications,  Inc.,  of  which 
approximately  59%  is  derived  from  the  states 
of  Arizona,  Colorado,  Minnesota,  and 
Washington. 

Acquisitions 

In  November  1996,  U S WEST  Media  Group 
closed  its  merger  with  Continental 
Cablevision,  Inc. 

• Continental,  based  in  Boston  (MA)  with 
approximately  7,000  employees,  is  the 
nation’s  third  largest  broadband 
telecommunications  company,  serving  more 


than  4.2  million  customers  in  20  states. 
Continental  is  also  part  owner  of  companies 
providing  cable  television  service  in 
Argentina  and  Singapore  and  broadband 
communication  services  in  Australia. 
Continental’s  total  1995  revenue  was  $1.44 
billion. 

• Continental’s  domestic  customers  are  highly 
clustered  in  six  large  markets — New 
England,  California,  Chicago,  Michigan, 
Ohio,  and  Florida. 

• The  $5.3  billion  equity  portion  of  the  merger 
agreement  calls  for  consideration  of  $1 
billion  in  U S WEST  preferred  stock, 
convertible  to  Media  Group  common  stock; 
$1.15  billion  in  cash;  and  150.6  million 
shares  of  U S WEST  Media  Group  common 
stock,  valued  by  Continental  at  $21  a share. 

• US  WEST  also  announced  that  it  plans  to 
repurchase  up  to  $350  million  of  Media 
Group  common  stock,  subject  to  market 
conditions. 

• Approval  for  the  merger  from  the  FCC 
requires  that  U S WEST  divest  itself  of 
Continental  cable  properties  in  the  U S 
WEST  Communications  14-state  service 
territory.  The  U.S.  Department  of  Justice 
approval  requires  that  U S WEST  divest 
itself,  in  stages,  of  Continental’s  interest  in 
Teleport  Communications  Group. 

• Amos  B.  Hostetter,  Jr.,  formerly  chairman 
and  CEO  of  Continental,  has  been  appointed 
head  of  all  Media  Group  domestic  cable 
operations. 

• The  merger  strengthens  U S WEST’s 
position  in  the  cable  industry  and  advances 
the  company’s  long-stated  strategy  to 
provide  broadband  services  in  key  local 
markets  around  the  globe. 
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In  July  1996,  U S WEST  Media  Group 
acquired  a 10%  minority  investment  in 
Preview  Media,  one  of  the  world’s  largest  on- 
line travel  providers,  sells  airline  tickets  and 
vacation  packages  on  line  via  America  Online 
and  the  World  Wide  Web. 

U S WEST  intends  to  package  Preview 
Media’s  services  with  the  locally  focused 
network  of  Web  services  it  offers. 

In  December  1994,  U S WEST  completed  a 
$1.2  billion  acquisition  of  Wometco  Cable 
Corp,  Georgia  Cable  Partners,  and  Atlanta 
Cable  Partners,  representing  cable  television 
systems  serving  a large  portion  of  the  Atlanta 
(GA)  metropolitan  area.  These  operations 
have  been  combined  to  form  MediaOne. 

In  May  1994,  U S WEST  acquired  Thomson 
Directories  of  the  U.K. 

Employees 

As  of  December  31,  1995,  U S WEST  had 
61,047  employees,  including  50,825  employees 
from  the  U S WEST  Communications  Group. 

U S WEST  currently  has  approximately 
61,000  employees. 

Key  Products  and  Services 

U S west’s  current  operations  are  provided 
through  the  following  business  units: 

U S WEST  Communications  Group 

This  group  provides  local  telephone  services, 
long-distance  services  within  specified  calling 
areas  (LATAs),  local  phone  interconnections  to 
interstate  long-distance  companies,  and 
operator  services. 

• It  also  provides  telecommunications  and 
high-speed  data  networking  services, 
customer  premise  equipment,  custom  calling 
features,  voice  messaging,  and  caller 


identification  to  business  customers  and 
government  agencies  nationwide. 

• US  WEST  Communications  also  plans 
interLATA  long-distance,  wireless/PCS,  and 
video  offei’ings. 

The  group  has  three  major  business  units — 

Markets,  Carrier,  and  Operations  and 

Technologies. 

• The  Markets  organization  has  product, 
marketing,  and  sales  and  service  units  that 
work  together  to  develop,  market,  and 
deliver  communications  packages  to  various 
customer  groups.  This  unit  also  leads 
strategic  planning  and  resource  allocation, 
brand  positioning,  market  research,  and 
competitive  intelligence,  as  well  as  other 
marketing,  sales,  and  service  functions. 

• The  Carrier  unit  is  responsible  for  providing 
network  access  and  services  to 
interexchange  carriers  (including  long- 
distance and  wireless  companies),  and 
telecommunications  services  to  independent 
local  exchange  telephone  companies. 

• Operations  and  Technologies  provides 
research  and  development,  underlying 
network  services,  and  systems  development 
for  U S WEST  Communications. 

Information  services-related  activities  are 

summarized  below: 

• U S WEST  continues  to  deploy  U S WEST 
Network  21,  its  fiber  optic,  bidirectional 
SONET  ring  architecture  supporting  high- 
capacity  services.  Service  is  available  in 
Denver,  Phoenix,  and  Seattle. 

• The  !NTERPRISE  division  provides  U S 
west’s  family  of  high-speed  data 
networking  services. 
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- High-speed  data  communications  services 
provided  include  frame  relay,  ATM, 
Transparent  LAN  Service,  Private  Line 
LAN  Interconnect,  and  Switched  Multi- 
Megabit  Data  Service  (SMDS) 

- By  the  end  of  1996,  the  company  expects 
to  have  38,000  frame  relay  ports  in 
service. 

- The  division  has  begun  to  implement  FT-1 
Frame  Relay  Service  in  preparation  for 
entering  the  interLATA  market.  This 
offering  will  allow  INTERPRISE  to 
package  local  and  long-distance  data 
services  for  lower  cost,  one-stop  shopping. 

- In  the  third  quarter  of  1996,  INTERPRISE 
introduced  Audio  Conferencing  Dial  Out 
Services  and  began  a controlled 
introduction  of  its  new  Managed  Data 
Services,  a suite  of  services  that  helps 
customers  build  and  manage  data 
networks. 

• INTERACT  is  an  Internet-based  desktop 

computer  networking  service  for  business- 

to-business  communications. 

- INTERACT  Basic  Service  provides 
Internet  connectivity,  including 
applications  such  as  e-mail.  World  Wide 
Web  access,  FTP,  and  Usenet  newsgroups. 

- INTERACT  Market  and  Commerce  Service 
options  include  electi’onic  commerce 
features,  Web  page  hosting  and  Web 
transactions,  and  premium  subscriber 
services  such  as  firewall  security,  Web 
blocking,  and  secure  virtual  private 
networks  over  the  Internet. 

- INTERACT  Collaborative  Computing 
Services  provide  businesses  with  an 
opportunity  to  outsource  collaborative 
computing  applications  that  they  would 


otherwise  have  to  create,  manage,  and 
maintain  themselves.  These  services  are 
based  on  a variety  of  Lotus  Notes 
applications. 

- INTERACT  Transaction  Computing 
Services  provide  an  infrastructure  for 
secure  electronic  business  transactions 
between  subscribers  for  easier  processing 
of  electronic  forms,  workflow,  and 
financial  transactions. 

- U S WEST  is  teaming  with  several 
vendors  to  deliver  I INTERACT,  including 
Microsoft  (systems  management  services, 
SNA  and  SQL  gateway  services,  and 
messaging  via  MS  Exchange  through 
Microsoft  Windows  NT  BackOffice), 
Netscape  (Netscape  Navigator),  Lotus 
(Lotus  Notes),  and  Cisco  Systems 
(enterprise  internetworking  platform  and 
protocol  support,  security,  and 
management  features). 

• \TVIS  Interactive  Messaging,  introduced  in 
1996,  expands  the  company’s  Voice 
Messaging  Services  (\TVIS)  to  include 
message-send  functions  to  individuals  and 
groups,  message  return,  and  paging 
notification. 

Other  units  with  the  Communications  Group 

include  the  following; 

• Business  Resources,  Inc.  provides 
procurement,  purchasing,  and  warehousing 

• Communications  Services,  Inc.  provides 
customer  premises  equipment  and  data 
networking  services  nationwide. 

• Federal  Services,  Inc.  provides 
telecommunications  services  to  government 
agencies. 


9 


Page  10  of  13 


©INPUT  1996.  Reproduction  prohibited. 


U S WEST,  Inc. 
December  1996 


INPUT  Vendor  Profile 


• Advanced  Technologies,  Inc.  provides 
research  and  development  services. 

• Communications  Systems  Corp.  provides 
long-distance  services. 

U S WEST  Media  Group 

The  Media  Group  is  comprised  of: 

• Cable  and  telecommunications  network 
businesses  outside  of  the  Communications 
Group  region  and  internationally 

• Domestic  and  international  wireless 
communications  network  businesses 

• Domestic  and  international  directory  and 
information  services  businesses 

Cable  and  telecommunications  businesses 

include  the  following: 

• Domestic  cable  and  telecommunications 
operations  are  conducted  through  U S 
WEST  Multimedia  Communications,  Inc. 
and  consist  of  domestic  cable  properties  and 
investments  outside  of  the  Communications 
Group’s  region,  including  MediaOne  cable 
systems  in  Atlanta  (GA)  and  U S WEST’s 
investment  in  Time  Warner  Entertainment 
Company  (TWE),  the  second  largest 
provider  of  cable  television  services  in  the 
U.S. 

• Operations  of  the  newly  acquired 
Continental  Cablevision 

• International  cable  and  telecommunications 
operations  are  conducted  through  U S 
WEST  International  Holdings,  Inc.  and 
include  interests  in  cable  and/or 
telecommunications  properties  in  the 
Netherlands,  Sweden,  Norway,  Hungary, 
the  Czech  Republic,  Malaysia,  and 
Indonesia. 


- To  decrease  investment  risk  and  gain 
access  to  technical  skills  and  capabilities, 
U S WEST  International’s  strategy  has 
been  to  make  these  investments  with 
other  major  cable  television  companies, 
including  Time  Warner  and  Tele- 
communications, Inc. 

- U S WEST  International  owns  a 26.8% 
interest  in  TeleWest  pic,  the  largest 
provider  of  combined  cable  television  and 
residential  and  business 
telecommunications  services  in  the  U.K. 

Domestic  wireless  services  are  provided 

through  U S WEST  Cellular,  Inc.  primarily  in 

the  Communications  Group’s  14-state  region. 

• During  1994,  U S WEST  formed  an 
agreement  with  AirTouch  Communications 
to  combine  their  domestic  cellular  assets, 
with  equity  ownership  of  70%  by  AirTouch 
and  30%  by  U S WEST.  The  combination 
will  take  place  in  two  phases. 

• Under  Phase  I,  begun  in  November  1995, 
the  two  companies  are  operating  their 
cellular  properties  separately.  A Wireless 
Management  Company  (WMC)  has  been 
formed  and  is  providing  centralized  services 
to  both  companies  on  a contract  basis. 

• In  Phase  II,  AirTouch  and  U S WEST  will 
contribute  their  domestic  cellular  assets  to 
the  WMC.  U S WEST  will  reflect  its  share 
of  the  combined  operating  results  of  the 
WMC  using  the  equity  method  of 
accounting.  Phase  II  is  expected  to  close  by 
early  1997. 

• US  WEST  has  entered  into  a venture  with 
AirTouch,  Bell  Atlantic,  and  NYNEX  to  form 
a strategic  national  marketing  and  technical 
wireless  alliance.  To  improve  operations  of 
the  four  partners,  the  alliance  sets  technical 
and  service  standards,  establishes  joint 
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purchasing  agreements,  administers 
roaming  capabilities,  implements  network 
plans,  and  manages  distribution  channels 
and  accounts  on  a national  basis. 

• US  WEST  has  also  entered  into  a separate 
venture  with  the  same  partners  to  provide 
personal  communications  services  (PCS). 

The  venture,  known  as  PCS  PrimeCo., 
acquired  rights  to  11  licenses  in  1995 
covering  Chicago,  Dallas,  Honolulu, 
Jacksonville,  Miami,  Milwaukee,  New 
Orleans,  Richmond,  San  Antonio,  and 
Tampa. 

International  wireless — U S WEST 
International  owns  interests  in  wireless 
communications  systems  or  investments  in 
several  countries,  including  the  U.K., 

Malaysia,  Russia,  Hungary,  the  Czech 
Republic,  the  Slovak  Republic,  and  Japan. 

Directory  and  information  services — Through 
U S WEST  Marketing  Resources,  the  company 
provides  directory  publishing  as  well  as 
database  marketing  and  interactive  services. 

• US  WEST  Direct  publishes,  prints,  and 
sells  advertising  in  more  than  300  White 
and  Yellow  Pages  directories  in  the 
Communications  Group  region. 

• US  WEST  also  provides  database 
marketing  services  that  enable  businesses 
to  segment  and  target  customers,  including 
direct  mail  lists. 

• Effective  January  1997,  U S WEST  Dex  will 
be  the  new  directory  brand  name  and  will 
also  become  the  new  company  name, 
replacing  U S WEST  Direct,  U S WEST 
Marketing  Resources,  and  U S WEST 
Market  Information  Products. 


• Through  Thomson  Directories,  U S WEST 
International  annually  publishes  156 
directories  in  the  U.K. 

• US  WEST  International  also  owns  a 50% 
interest  in  Listel,  Brazil’s  largest  telephone 
directory  publisher  and  100%  of  Polska, 
which  publishes  32  directories  in  Poland. 

• US  WEST  Interactive  Services  Group 
develops  and  acquires  interactive  television 
and  on-line  applications  for  the  Internet  and 
interactive  television. 

- The  group  and  The  Orlando  Sentinel  are 
jointly  marketing  Gotv,  an  interactive 
television  entertainment  guide,  on  Time 
Warner  Cable’s  Full  Service  Network. 
Using  Gotv,  customers  view  first-run 
movie  previews,  watch  film  reviews, 
research  theater  and  show  times,  scan 
restaurant  menus,  and  determine 
locations  of  local  events  and  attractions. 

- In  October  1996,  the  company  announced 
plans  to  introduce  DIVE  IN®’'^,  an 
Internet-based  local  on-line  service  that 
will  give  area  residents  access  to 
community  information  in  ten 
metropolitan  areas  across  the  U.S. 
Information  will  fall  into  ten  categories — 
Entertainment,  Sports  & Recreation, 
Media/News,  Marketplace  & Shopping, 
Schools  and  Learning,  Business  & Career, 
Health  & Wellness,  Community  Life, 
Getaways  & Travel,  and  Lifestyles  & 
Hobbies.  Content  will  be  provided 
through  partnerships  with  various 
vendors. 

- TheTrip.com,  launched  in  October  1996,  is 
targeted  to  independent  business 
travelers.  By  accessing  TheTrip.com  site 
on  the  World  Wide  Web,  users  can  make 
airline,  hotel,  and  car  reservations;  access 
travel  guides,  interactive  maps,  and 
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weather  reports;  and  get  real-time  radar 
flight  status  data. 

• The  U S WEST  Yellow  Pages  on  the 
Internet  (http://yp.uswest.com),  launched  in 
June  1996,  provides  more  than  22  million 
nationwide  Yellow  Pages  business  listings, 
nearly  70  million  residential  White  Pages 
listings  covering  all  50  states,  about  eight 
million  residential  e-mail  addresses,  maps 
for  more  than  10,000  businesses 
(MapQuest),  and  local  news  and  community 
information  covering  300  major  U.S.  cities. 

- Business  information  for  the  6,000 
communities  in  which  U S WEST 
publishes  Yellow  Pages  continues  to  come 
from  the  U S WEST  database. 


- Business  listings  for  the  other  36  states 
are  being  supphed  by  an  outside  vendor. 
Database  America. 

Your  Value  Card  is  a promotional  reach 
pi'ogram  with  measured  response.  Buyers 
receive  savings  through  an  electronic  savings 
card  while  sellers  gain  insights  about 
customers  and  their  buying  habits.  More  than 
40%  of  consumer  households  have  used  the 
card  in  Denver. 

Please  Hold  Promotions  offers  telephone  on- 
hold  advertising  and  promotional  messages. 

Marketing  and  Sales 

U S WEST  markets  its  products  and  services 
through  a direct  sales  force. 
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USWeb  Corporation 


Chairman  & CEO:  Joe  Firmage 

3000  Lakeside  Drive 
Santa  Clara,  CA  95054 
Phone:  (408)  987-3200 

Fax:  (408)  987-3230 

Internet:  http://www.usweb.com 
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r 

us  WEB 


Status:  Private 

Employees:  63 

Fiscal  Year  End:  3/31/96 


Key  Points 

• USWeb  Corporation,  launched  in  March 
1996,  is  a global  px’ofessional  services  firm 
specializing  in  Internet  Web  services. 

• In  November  1996,  Utopia,  a leading 
Internet  professional  services  firm,  joined 
the  USWeb  network  of  affiliates,  increasing 
the  network  by  25%. 

• In  October  1996,  USWeb  announced  that  it 
had  doubled  its  Affiliate  network  from  15  to 
30  locations  within  a two-month  period. 


• In  September  1996,  Sun  Microsystems  and 
USWeb  signed  a strategic  reseller 
agreement  under  which  all  USWeb  affiliates 
are  authorized  resellers  of  Sun’s  Netra 
Internet  servers. 

• In  July  1996,  Compaq  Computer 
Corporation  and  USWeb  entered  into  an 
agreement  authorizing  USWeb  affiliates  to 
resell  Compaq  products. 

• In  May  1996,  USWeb  and  BBN  Corporation 
announced  an  agreement  under  which  BBN 
will  provide  high-availability  Web  hosting 
services  to  USWeb  customers. 
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Company  Description 

USWeb  Corporation  was  founded  in  December 
1995  and  funded  in  February  1996  with 
approximately  $17  million  in  capital  backing 
from  SOFTBANK  and  two  smaller  investors. 

USWeb  is  the  first  global  professional  services 
firm  to  provide  a single  source  for  Internet 
and  intranet  services  that  enable  businesses 
to  reduce  the  complexity  and  cost  associated 
with  building  a presence  on  the  Web. 

To  accomplish  this  mission,  USWeb 
established  the  USWeb  Network  of  Affiliates 
to  provide  Web  development  expertise  and 
other  Internet  consulting  services  to 
businesses.  The  USWeb  Network  is  a 
worldwide  affiliation  of  franchised  affiliates 
known  as  USWeb  offices,  each  providing  Web- 
related  services.  It  also  provides  Internet 
access,  hardware,  and  software  products  from 
third  parties. 

Organization  and  Structure 

USWeb’s  key  executives  are  summarized 
below. 


USWeb  Corporation 
Key  Executives 


Name 

Title 

Joe  Firmage 
Toby  Corey 
Sheldon  Laube 
Ken  Campbell 
James  Heffernan 
Thomas  Cary 

Chairman  & CEO 
EVP,  Marketing 
EVP  and  CTO 
EVP,  Affiliate  Support 
CFO 

VP,  Operations 

USWeb  corporate  headquarters  are  located  in 
Santa  Clara  (CA). 

The  corporate  headquarters  are  the  center  of 
technology  research  and  marketing  for 
affiliates  located  across  the  country.  USWeb 


currently  has  USWeb  offices  in  22  states, 
including  facilities  in  Albuquerque  (NM); 
Atlanta  (GA);  Boise  (ID);  Boston  (MA); 

Carson,  Los  Angeles,  Oakland,  Palo  Alto,  San 
Diego,  San  Francisco,  San  Jose,  Santa 
Monica,  and  Sunnyvale  (CA);  Chicago  and 
Wheaton  (IL);  Clearwater,  Miami,  and 
Orlando  (FL);  Dallas,  Ft.  Worth,  and  Houston 
(TX);  Denver  (CO);  Des  Moines  (lA),  Hudson 
(OH);  Las  Vegas  (NV);  Minneapolis  (MN); 

New  Berlin  (WI);  New  York  and  Westbury 
(N\");  Omaha  (NE);  Philadelphia  (PA); 

Phoenix  (AZ);  Portland  (OR);  Tulsa  (OK); 
Seattle  (WA);  and  Washington,  D.C. 

Company  Strategy 

USWeb’s  strategy  is  to  establish  a worldwide 
network  of  affiliates  that  offer  professional 
services  from  which  businesses  of  all  sizes  can 
obtain  consistent  Internet  and  intranet  needs 
analysis,  Web  consulting,  development, 
access,  hosting,  site  marketing,  and 
educational  services. 

USWeb’s  mission  is  to  become  the  world’s 
largest  provider  of  professional  services  for 
the  Internet  and  intranet  Web  sites. 

Financials 

USWeb  was  founded  in  December  1995,  and 
has  spent  the  majority  of  its  efforts  since  its 
inception  signing  strategic  agreements  and 
establishing  its  affiliate  network. 

Consequently,  INPUT  believes  that  USWeb 
has  not  yet  generated  any  significant  revenue, 
aside  from  licensing  fees  received  from  its 
initial  affiliates. 

Market  Financials 

USWeb  is  targeting  companies  that  need  Web 
site  development,  hosting,  or  maintenance,  or 
any  combination  of  these,  with  typical  annual 
budgets  between  $10,000  and  $2  million  for 
establishing  and  sustaining  a Web  presence. 
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Geographic  Markets 

Currently,  100%  of  USWeb’s  revenue  comes 
from  the  U.S.  market.  US  Web  offices 
represent  56%  coverage  within  170  Standard 
Metropolitan  Statistical  Areas  (SMSAs)  in  the 
U.S. 

USWeb  hopes  to  have  between  40  and  50 
affiliates  by  the  end  of  1996. 

Employees 

USWeb  currently  has  63  employees. 

The  company  expects  to  have  67  employees  by 
the  end  of  1996. 

Key  Products  and  Services 

USWeb  offers  a variety  of  Web-related 
services  that  can  be  used  by  the  customer  as  a 
set  or  individually.  These  services  include  the 
following; 

• Analysis  of  a company’s  current  business 
situation  and  recommendation  of  Web 
solutions,  tailored  to  the  client’s  budget  and 
objectives 

• Web  development  of  Internet  and  intranet 
Web  sites  for  a client’s  business.  Site 
development  service  availability  includes 
information  sites,  store  fronts,  electronic 
commerce,  and  high-end  database  sites. 

• USWeb’s  hosting  service  provides  carrier- 
grade  hosting  and  monitoring  and  back-up 
by  USWeb  to  provide  security  and 
reliability. 

• Web  site  management  and  marketing, 
including  development,  updating,  testing, 
and  tracking 

• Education  and  training  to  help  clients  learn 
more  about  the  Internet  and  intranets, 
including  Web  development,  site 


management,  on-line  marketing,  intra- 
business communication,  and  security 

• Internet  access,  hardware,  and  software 
products  offered  by  USWeb  through 
partnerships  with  telecommunications  and 
technology  vendors.  Each  USWeb  office 
functions  as  a single  point  of  contact  for  on- 
line Internet  access  and  e-mail  services, 
hardware,  and  software  products. 

Clients 

A sampling  of  USWeb  clients  include  Catalina 
Marketing  Corp.,  Marcus  & Millichap, 
Ravenswood  Winery,  and  Tech  Data 
Corporation. 

Marketing  and  Sales 

In  October  1996,  USWeb  announced  a 
national  advertising  campaign  to  attract 
companies  needing  Web  services. 

Alliances 

In  September  1996,  USWeb  signed  a strategic 
reseller  agreement  with  Sun  Microsystems, 
naming  Sun’s  Netra  Internet  server  as  the 
preferred  UNIX  platform  supported  by 
USWeb  and  making  all  USWeb  affiliates 
authorized  resellers  of  the  Sun  servers. 

USWeb  and  Shiva  have  an  agreement  that 
calls  for  USWeb  to  resell  several  Shiva 
products,  including  Shiva’s  Lanrover  remote 
access  servers.  Integrator  ISDN  routers, 
AccessPort  client  ISDN  routers,  and  the 
WebRover  stack  for  leased-line  Internet 
connectivity. 

In  July  1996,  USWeb  and  Compaq  Computer 
Corporation  signed  a strategic  agreement 
authorizing  USWeb  affiliates  to  resell  Compaq 
products,  under  which  Compaq  CPUs  and 
servers  will  be  the  preferred  Windows  NT 
platform  supported  by  USWeb. 
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BBN  Corporation  and  USWeb  have  an 
agreement  under  which  BBN,  through  its 
BBN  Planet  commercial  services,  will  provide 
Weh  hosting  services  to  USWeh  customers. 
BBN  also  provides  Weh  site  performance 
monitoring  and  reporting  capabilities  to 
ensure  consistent  performance  levels  in  a 
shared  Web  hosting  environment. 

Competition 

USWeb  has  no  direct  competition  in 
estabhshing  its  network  of  affiliates  that 
provide  a consistent  range  of  standard 
services. 

Competition  in  each  of  the  company’s  service 
markets  is  provided  by  individual  design, 
advertising,  access,  or  development  firms. 


INPUT  Assessment 

USWeb’s  strengths  include  the  following: 

• Increasing  demand  for  Web  development 

• Breadth  and  consistency  of  services 
provided  by  USWeb  Network  affiliates 

• Partnerships  with  major  access,  hardware, 
and  software  providers 

• Industry  experience  of  management 

Future  challenges  include: 

• Continued  development  of  USWeb  Network 

• Creating  demand  and  acceptance  of 
franchised  Web  development 

• Managing  growth 

• Estabhshing  a consistent  source  of  revenue 
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UUNET  Technologies, 

Inc. 

Chairman: 

Richard  L.  Adams,  Jr. 

CEO: 

John  W.  Sidgmore 

3060  Williams  Drive 

Fairfax,  VA 

22031-4648 

Phone: 

(703)  206-5600 

Fax: 

(703)  206-5601 

Internet: 

http://www.uu.net 

Status:  Subsidiary 

Parent:  MFS  Communications  Company,  Inc. 

Employees:  607(11/96) 

Revenue:  $94,461,000 

Fiscal  Year  End:  12/31/95 


Key  Points 

• UUNET  Technologies,  Inc.  provides  a range 
of  Internet  access  options,  World  Wide  Web 
hosting  services,  security  products,  and 
consulting  services  to  businesses, 
professionals,  and  on-line  service  providers. 

• In  December  1996,  UUNET  and  its  parent 
company,  MFS  Communications  Company, 
Inc.,  jointly  announced  a new  family  of 
extranet  services  called  ExtraLink™,  using 
exclusive  technology  to  provide  an  end-to- 


end  guarantee  of  Internet  reliability  and 
performance.  These  jointly  developed 
services  will  allow  businesses  to  use 
Internet  protocols  to  communicate  and 
share  information  internally  and  with 
external  business  partners. 

• Also  in  December  1996,  UUNET  and  MFS 
announced  plans  to  offer  a new,  unswitched 
xDSL  service  early  in  the  first  quarter  of 
1997. 

• In  November  1996,  UUNET  increased  its 
ownership  interest  in  EUnet  Deutschland 
GmbH  from  40%  to  100%. 

• In  October  1996,  UUNET  announced  its 
Global  Transit®^  Service  to  offer  European 
and  Asian  Internet  service  providers  high- 
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performance  connectivity  with  North 
America  and  direct  connectivity  between 
Asia  and  Europe. 

• In  October  1996,  UUNET  formed  the  Web 
Services  Business  Unit  to  focus  exclusively 
on  Web  hosting  and  related  opportunities. 
The  unit  is  comprised  of  sales,  marketing, 
and  technical  resources. 

• In  August  1996,  UUNET  and  MFS 
Communications  Company,  Inc.  completed 
a merger  of  the  two  companies,  with  MFS 
accounting  for  the  merger  as  a purchase. 

• In  July  1996,  GTE  and  UUNET  entered 
into  an  agreement  whereby  GTE  selected 
UUNET  to  provide  nationwide  Internet 
services  in  46  states. 

• In  July  1996,  UUNET  completed  its 
acquisition  of  Metrix  Interlink,  a Canadian 
Internet  service  provider.  This  acquisition, 
in  conjunction  with  the  acquisition  of 
UUNET  Canada,  gives  UUNET  a major 
presence  in  the  Canadian  marketplace. 

• In  April  1996,  UUNET  increased  its  equity 
ownership  of  UUNET  Canada,  Inc.  from 
20%  to  51%. 

• In  March  1996,  UUNET  acquired  a 40% 
interest  in  EUnet  Deutschland  GmbH,  a 
provider  of  Internet  access  options, 
applications,  and  consulting  services  in 
Germany. 

• In  November  1995,  UUNET  acquired 
Unipalm  Group  pic,  a provider  of  Internet 
access  options,  networking  software, 
training,  and  consulting  services  in  the 
U.K.  and  Europe. 


Company  Description 

UUNET,  formed  in  1987,  is  an  operating 
company  subsidiary  of  Omaha  (NE)-based 
MFS  Communications  Company,  Inc.,  a 
leading  provider  of  communications  services 
for  business  and  government. 

In  August  1996,  MFS  and  UUNET  completed 
the  merger  of  the  two  companies,  which  was 
accounted  for  by  MFS  as  a purchase.  The 
transaction  was  valued  at  approximately  $2 
billion. 

• Under  the  terms  of  the  agreement,  each 
share  of  UUNET  common  stock  was 
converted  into  approximately  1.77  shares  of 
MFS  common  stock. 

• Prior  to  the  August  merger,  MFS  reported 
revenues  of  $416  million  for  the  first  two 
quarters  of  1996. 

• MFS,  through  its  operating  company 
subsidiaries,  provides  one-stop  services  for 
integrated  local  and  long-distance  services 
as  well  as  a wide  range  of  high-quality 
voice,  data,  Internet,  and  other  enhanced 
services  and  systems. 

• In  August  1996,  MFS  and  WorldCom,  Inc. 
announced  a definitive  agreement  to  merge 
the  two  companies  in  an  exchange  of  stock 
with  an  approximate  value  of  $14  billion. 
The  merger  is  expected  to  be  completed  in 
late  1996  or  early  1997,  and  the  combined 
company  will  be  known  as  MFS  WorldCom. 

UUNET’s  Internet  access  options  include 
dedicated  and  dial-up  Internet  access  ranging 
from  14.4  and  28.8  Kbps  to  128  Kbps  ISDN 
dial  access,  and  from  56K  to  45  Mbps 
dedicated  leased-line  connectivity.  The 
company  also  offers  an  Internet  security 
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product  family  including  the  Gauntlet™ 
Firewall  System — a hardware  and  software 
Internet  firewall  solution — as  well  as 
complete  security  consulting  services. 

UUNET’s  other  applications  and  services 
include  World  Wide  Web  server  hosting  and 
content  development  services,  client  and  LAN 
software  options,  and  network  integration 
and  consulting  services. 

UUNET’s  network  is  comprised  of  845  Points 
of  Presence  (POPs)  worldwide,  329 
throughout  the  U.S.  and  516  in  Canada, 
Europe,  and  the  Asia/Pacific  region,  as  well 
as  connections  to  other  Internet  service 
providers  around  the  world. 

UUNET’s  customers  are  organizations  and 
professionals  in  many  lines  of  business.  As  of 
July  1996,  the  company’s  customer  base  had 
grown  to  more  than  25,000  businesses. 

In  May  1995,  UUNET  made  an  initial  public 
offering  of  4.725  million  shares  of  its  common 
stock,  of  which  4.6  million  were  sold  by 
UUNET  and  the  remainder  by  selling 
stockholders.  Net  proceeds  to  the  company  of 
approximately  $59  million  were  used  to 
expand  and  upgrade  its  network 
infrastructure,  to  reduce  debt,  and  for  general 
corporate  purposes. 

Organization  and  Structure 

UUNET  is  headquartered  in  Fairfax  (VA). 

The  company’s  officers  are  summarized 
below: 


UUNET  Key  Executives 


Name 

Position 

Richard  L.  Adams 

Chairman  and  Founder 

John  W.  Sidgmore 

CEO 

Kirby  "Buddy"  Pickle 

President  and  COO 

Jeffrey  G.  Hilber 

CFO 

Heidi  Heiden 

SVP,  Operations  & Technology 

Joseph  Squarzini 

SVP,  Technology  Integration 

David  R.  Boast 

VP,  Microsoft  Division 

Michael  D.  O’Dell 

VP,  Chief  Scientist 

Eric  Scace 

VP,  International  Development 

Jeffrey  S.  Osborn 

VP,  International  Sales 

Clint  Heiden 

VP,  Sales 

Alan  B.  Taffel 

VP,  Marketing 

Diana  E.  Lawrence 

VP,  Human  Resources 

Source:  UUNET 


Company  Strategy 

UUNET’s  objective  is  to  be  the  leading 
supplier  to  businesses  and  professionals  of 
complete  communications  solutions  using 
Internet-related  technologies.  UUNET 
intends  to  achieve  this  position  by  continuing 
to  focus  on: 

• Expanding  high-performance  network 
infrastructure.  The  company  currently 
includes  19  international  gateway  hubs  and 
allows  local  access  to  customers  in  845 
cities,  including  516  outside  the  U.S. 
UUNET  plans  to  continue  expansion  of  its 
network  infrastructure  by  acquiring 
significant  undersea  and  European 
terrestrial  fiber  optic  cable  capacity.  The 
company  feels  this  would  significantly 
decrease  its  per-unit  cost  of  bandwidth. 

• Intensifying  focused  marketing  efforts. 
UUNET  is  continuing  to  expand  and  tailor 
its  sales  and  marketing  efforts  to  reach 
large  commercial  accounts,  professionals, 
and  resellers  more  effectively.  The 
company  also  intends  to  coordinate  its  focus 
on  worldwide  brand  recognition  and 
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awareness  of  its  product  and  service 
offerings. 

• Expanding  and  integrating  product  and 
service  offerings.  UUNET  is  continuing  to 
integrate  and  further  expand  its  suite  of 
value-added  products  and  services  to 
provide  customers  with  a complete 
communications  solution  using  Internet 
technologies,  including  enhanced  security 
products  and  consulting  services,  additional 
access  and  software  options,  and  a range  of 
Web  server  hosting  and  content 
development  products  and  services. 

• Building  and  leveraging  relationships  with 
strategic  partners.  UUNET  is  continuing  to 
build  and  leverage  strategic  relationships 
with  providers  of  on-line  services,  Internet 
applications,  and  other  products  and 
services  in  targeted  industries.  UUNET 
expects  these  relationships  to  help  increase 
geographic  coverage  and  network  capacity, 
expand  its  product  and  service  offerings, 
and  more  effectively  reach  its  target 
markets. 

• Expanding  operations  worldwide.  UUNET 
significantly  expanded  its  operations 
outside  the  U.S.  during  1995  and  1996 
through  acquisitions.  The  company  intends 
to  accelerate  its  geographic  expansion  and 
expects  to  pursue  various  partnering 
arrangements  to  facilitate  this  expansion, 
including  joint  ventures,  acquisitions,  and 
commercial  arrangements. 

- In  1995,  UUNET  initiated,  and 
aggressively  pursued,  a strategy  of 
international  expansion.  The  company 
has  established  international  gateway 
hubs  in  15  countries,  including  Australia, 
Canada,  France,  Germany,  Hong  Kong, 
Italy,  the  U.S.,  Japan,  Monaco,  The 
Netherlands,  Sweden,  Switzerland,  the 
U.K.,  and  Singapore. 


- These  hubs,  which  concentrate  and  route 
data  traffic  from  UUNET’s  dedicated  and 
dial-up  customers  as  well  as  from  the 
dial-up  customers  of  The  Microsoft 
Network,  provide  service  in  seven  cities  in 
Canada  (Calgary,  Edmonton,  Montreal, 
Ottawa,  Toronto,  Vancouver,  and 
Winnipeg);  eight  cities  in  Europe 
(Amsterdam,  Cologne,  London,  Milan, 
Paris,  Stockholm,  Monaco,  and  Zurich); 
three  cities  in  Asia  (Hong  Kong, 
Singapore,  and  Tokyo);  and  in  Sydney 
(Australia). 

Financials 

UUNET’s  1995  revenue  reached  $94.5 
million,  a 185%  increase  over  restated 
revenue  of  $33.1  million  for  1994.  The 
company  incurred  net  losses  of  $18.3  million 
in  1995  compared  to  losses  of  nearly  $8 
million  in  1994. 

• Results  for  1994,  1993,  1992,  and  1991  have 
been  restated  to  reflect  the  acquisition  of 
Unipalm  Group  pic,  which  was  recorded  as 
a pooling  of  interests. 

• In  order  to  make  Unipalm’s  fiscal  year  end 
of  April  30  conform  to  UUNET’s  calendar 
year  end,  Unipalm's  financial  results  for  the 
fiscal  year  ended  April  30,  1994  have  been 
combined  with  UUNET’s  results  for  its  year 
ended  December  31,  1993.  Unipalm’s 
revenue  for  the  four-month  period  (January 
1,  1994  through  April  30,  1994)  was 
approximately  $6.1  million. 

• UUNET’s  revenue,  excluding  the  results  of 
Unipalm,  was  $57.38  million,  $12.4  million, 
and  $7.9  million  in  1995,  1994,  and  1993, 
respectively.  Net  income  (loss)  was  $0.47 
million  in  1995,  ($6.9  million)  in  1994,  and 
($2.3  million)  in  1993. 

A five-year  financial  summary  is  shown  on 
the  following  page. 
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UUNET’s  1995  results  were  attributed  to  the 
following: 

• Network  services  revenue  increased  324% 
in  1995,  primarily  as  a result  of  increases  in 
the  number  of  dedicated  high-speed 
connections  (from  734  to  2,292)  and 
upgrades  to  higher-speed  connections  (from 
53  to  369). 

• Network  services  revenue  increases  were 
also  attributed  to  the  build-out  of  the  dial- 


up network  for  Microsoft.  Revenue  from 
Microsoft  totaled  approximately  $19.3 
million  in  1995. 

• Software  revenue  for  Unipalm  grew  41%  in 
1995,  due  primarily  to  the  increased 
demand  for  TCP/IP  and  Network  File 
System  (NFS)  products  and  the  significant 
increase  in  the  number  of  sales  and 
marketing  personnel. 


UUNET  Technologies,  Inc. 
Five-Year  Financial  Summary  (a) 
($  Millions,  except  per-share  data) 


Fiscal  Year 

Item 

1995 

1994 

1993 

1992 

1991 

Revenue 

$94.5 

$33.2 

$24.0 

$20.4 

$14.2 

• Percent  change  from 

(c) 

(c) 

previous  year 

185% 

38% 

18% 

44% 

N/A 

Income  (loss)  before  taxes 

$(18.7) 

$(7.9) 

$(1.8) 

$1.5 

$1.7 

• Percent  change  from 

(b) 

previous  year 

(137%) 

(339%) 

(220%) 

(12%) 

N/A 

Net  income  (loss) 

$(18.3) 

$(8.0) 

$(2.0) 

$1.1 

$1.3 

• Percent  change  from 

(b) 

previous  year 

(129%) 

(300%) 

(282%) 

(15%) 

N/A 

Pro  forma  loss  per  share 

$(0.63) 

$(0.35) 

N/A 

N/A 

N/A 

• Percent  change  from 

(b) 

previous  year 

(80%) 

N/A 

N/A 

N/A 

N/A 

(a)  Financial  results  for  1994,  1993,  1992,  and  1991  are  restated  to  include  the  results  of  Unipalm,  acquired  in 
November  1995.  Consolidated  results  for  1993.  1992,  and  1991  reflect  the  statement  of  operations  of 
Unipalm  for  its  fiscal  years  ended  April  30,  1994,  1993,  and  1992.  respectively. 


(b)  Includes  costs  of  approximately  $11.1  million  during  the  fourth  quarter  of  1995  related  to  the  acquisition  of 
Unipalm. 

(c)  Consolidated  results  for  the  year  ended  December  31,  1993  include  the  four-month  period  ended  April  30, 
1994.  which  is  also  included  the  consolidated  results  for  the  year  ended  December  31,  1994.  Unipalm’s 
revenue  for  the  four-month  period  was  approximately  $6. 1 million. 
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Revenue  Analysis  by  Product /Service 

Approximately  76%  of  UUNET’s  1995  revenue 
was  derived  from  network  services  (Internet 
access)  and  the  remaining  24%  from  the  sale 
of  Internet-related  third-party  software. 

• Internet  services  revenue  increased  324%  in 
1995,  compared  to  68%  in  1994. 


UUNET  Technologies,  Inc. 
Three-Year  Source  of  Revenue  Summary 
($  Millions) 


Fiscal  Year 

1995 

1994 

1993 

Product/Service 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Network  services 

$71.5 

76% 

$16.9 

51% 

$10.0 

42% 

Software 

22.9 

24% 

16.3 

49% 

14.0 

58% 

Total  * 

$94.5 

100% 

$33.1 

100% 

$24.0 

100% 

* Difference  due  to  rounding 


• Software  revenue,  generated  hy  Unipalm, 
grew  41%  in  1995,  compared  to  16%  in  1994. 

A three-year  source  of  revenue  summary  for 
the  consolidated  company  is  shown  helow. 


Interim  Results 

UUNET's  revenue  for  the  six  months  ending 
June  30,  1996  reached  $100  million,  compared 
to  $35.0  million  for  the  same  period  in  1995. 

Net  income  for  the  period  was  $1.3  million, 
compared  to  a net  loss  of  $2.1  million  for  the 
same  period  a year  ago. 

Market  Financials 

UUNET  derives  its  revenue  from  customers  in 
a range  of  businesses,  including 
telecommunications,  on-line  and  information 
services,  financial  services,  computer 
softw'are,  manufacturing  utilities. 


newspapers,  computer  systems  and  services, 
banking,  publishing,  and  government. 

Geographic  Markets 

Approximately  63%  of  UUNET’s  1995  revenue 
was  derived  from  the  U.S.  and  the  remaining 
37%  from  international  sources.  A three-year 
geographic  source  of  revenue  summary  for  the 
consolidated  company  is  shown  below. 

Prior  to  the  acquisition  of  Unipalm,  virtually 
100%  of  UUNET’s  revenue  was  derived  from 
the  U.S. 
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UUNET  Technologies,  Inc. 

Three-Year  Geographic  Source  of  Revenue  Summary 

($  Millions) 


Fiscal  Year 

1995 

1994 

1993 

Geographic  Market 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

U.S. 

$59.3 

63% 

$14.0 

42% 

$8.0 

33% 

Europe 

34.4 

36% 

19.0 

57% 

15.7 

66% 

Other 

0.8 

1% 

0.1 

1% 

0.3 

1% 

Total 

$94.5 

100% 

$33.1 

100% 

$24.0 

100% 

Acquisitions 

Recent  acquisitions  made  by  UUNET 
include  the  following: 

• In  November  1996,  UUNET  purchased 
60%  of  Dortmund  (Germany)-based  EUnet 
Deutschland  GmbH,  a leading  Internet 
service  provider  in  Germany,  for  $12 
million  in  cash.  In  March  1996,  UUNET 
had  acquired  a 40%  equity  ownership 
interest  in  EUnet  for  $1.6  million. 

- EUnet  provides  a range  of  Internet 
access  services,  applications,  and 
consulting  services,  ranging  from  simple 
dial-up  Internet  access,  leased-line 
Internet  access,  and  closed-user-group 
networks  to  special  consulting  services, 
including  Web  hosting. 

- EUnet  currently  operates  36  POPs  on  a 
2 Mbps  leased-line  backbone  network 
covering  nearly  80%  of  Germany. 

- As  of  December  31,  1995,  EUnet  had 
approximately  2,000  customer  accounts. 


- EUnet’s  1995  results  included  a loss  of 
approximately  $3.8  million  on  revenue  of 
approximately  $8.6  million. 

• In  July  1996,  UUNET  completed  its 
acquisition  of  Metrix  Interlink,  a leading 
Internet  provider  in  Canada,  issuing 
199,939  shares  of  UUNET  common  stock. 

- Metrix  specializes  in  high-speed 
corporate  connections  to  the  Internet 
and  backbone  services  for  large 
networks. 

- As  of  July  1996,  Metrix  had  POPs  in 
Montreal,  Toronto,  Ottawa,  and  Quebec 
City. 

- The  Metrix  operations  are  being 
combined  with  those  of  UUNET  Canada, 
producing  the  largest  high-bandwidth 
Internet  infrastructure  in  Canada. 

• In  April  1996,  UUNET  increased  its  equity 
ownership  of  Toronto-based  UUNET 
Canada  from  20%  to  51%,  for 
approximately  $3.6  million  in  cash  and 
27,079  shares  of  common  stock  valued  at 
approximately  $0.7  million. 
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- The  financial  statements  of  UUNET 
Canada  were  consolidated  with 
UUNET’s  financial  statements 
beginning  with  the  second  quarter  of 
1996. 

- UUNET  Canada  provides  Internet 
services,  allowing  local  access  to  users  in 
13  Canadian  cities,  via  dedicated  ISDN 
access  and  leased  lines. 

- As  of  December  31,  1995,  UUNET 
Canada  had  approximately  800  business 
and  professional  customers  and  40 
employees. 

- UUNET  Canada’s  fiscal  1995  results 
included  an  operating  loss  of 
approximately  $75,000  on  revenue  of 
approximately  $1.6  million. 

• In  November  1995,  UUNET  acquired 
Unipalm  Group  pic,  one  of  the  largest 
providers  of  Internet  access  options, 
software,  training,  and  consulting  services 
in  Europe,  and  among  the  largest  Internet 
access  providers  in  the  U.K. 

- The  terms  of  the  pooling-of-interests 
acquisition  were  not  disclosed. 

- Unipalm  conducts  business  principally 
in  the  U.K.,  with  investments  and  other 
relationships  with  Internet  service 
providers  in  parts  of  Europe  and  Africa. 

- As  of  December  31,  1995,  Unipalm  had 
243  employees,  including  116  in  sales 
and  marketing,  99  in  network  operations 
and  technical  support,  and  28  in  general 
and  administrative  functions. 


- Unipalm’s  principal  offices  are  located  in 
Cambridge  (U.K.),  as  is  its  network 
operations  center. 

Employees 

As  of  December  31,  1995,  UUNET  had  309 
employees,  segmented  as  follows: 


Marketing  and  sales 95 

Network  operations 177 

General  and  administrative 37 


309 

As  of  the  end  of  November  1996,  the 
company  had  607  employees. 

Key  Products  and  Services 

UUNET  provides  a range  of  Internet  access 
options,  applications,  and  consulting 
services.  The  company’s  solution  has  been 
designed  to  address  many  of  the  issues  that 
have  discouraged  businesses  and 
professionals  from  using  the  Internet  in  the 
past. 

UUNET’s  Internet  access  options  are 
summarized  in  Exhibit  A on  the  following 
page. 

Network  Infrastructure 

UUNET’s  network  infrastructure  enables 
customers  to  access  the  Internet  through 
dedicated  lines  or  by  placing  a local 
telephone  call  (dial-up)  through  a modem  to 
the  nearest  UUNET  point  of  presence 
(POP). 

• Once  connected,  the  customer’s  traffic  is 
routed  through  UUNET’s  network 
infrastructure  to  the  desired  Internet 
location,  whether  on  the  company’s 
network  or  elsewhere  on  the  Internet. 
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Exhibit  A 


UUNET  Internet  Access  Options 


Service  Type 

Current  List  Price 

Summary/Description 

Dedicated  Full 
Internet  Access 

- 56  Kbps/128  Kbps 

$425-$850/month; 
$495-$795  startup  fee 

Medium-speed  service  via  dedicated  lines  or 
frame  relay  for  small  to  midsize  businesses 

- T-1 

$1 ,250-$3, 000/month; 
$5,000  startup  fee 

High-speed  service  for  large  businesses  or 
organizations  with  significant  throughput 
requirements 

- Multi-Megabit 

$4, 000-$49, 500/month; 
$5,000-$7,000  startup  fee 

Very  high-speed  service  for  very  large 
businesses  or  organizations  with  demanding 
throughput  requirements 

- Wholesale 

$2, 000-S49, 500/month; 
$5,000-88,000  startup  fee 

High-speed  service  for  those  intending  to 
resell  Internet  access 

Dial-up  Full  Internet 
Access 

■ AlterDial  (analog 
or  ISDN) 

$30/month  (includes  25  hrs/  month) 
$2/hour  for  additional  usage;  $25 
startup  fee  ($50  for  ISDN  accounts) 

Low-speed  access  for  occasional  use 

■ - Internet  9-5®'''' 

$70-$395/month; 
$195-$395  startup  fee 

Medium-speed  access  for  small  businesses  or 
LAN-based  workgroups,  for  occasional  use 

Dial-up  Limited 
Internet  Access 

- UUCP 

$36  base  fee,  plus  $2. 60-$1 6/hour 

UUCP  protocol-based  service  for  those  requir- 
ing only  electronic  mail  and  news  access 

- Shell  Accounts 

$20/month,  20  hours  of  connect  time 

Access  for  those  familiar  with  UNIX  and  not 
requiring  high-speed  throughput  or  a GUI 

Security  Services 

- Gauntlet™  Internet 
Firewall  System 

$15,000  (one-time  fee),  including 
software,  hardware,  installation, 
configuration,  and  training 

Advanced  application  proxy  gateway  firewall 
for  businesses  concerned  about  Internet 
security 

- Security  Consulting 

$2,000/day 

Network  security  design  and  site  audits  for 
businesses  needing  assistance  implementing 
a company-wide  security  policy 

Web  Server  Hosting 

- Standard  (T-1 
connection) 

- Premium  (10  Mbps 
connection) 

$300-$750/month; 
$400-$450  startup  fee 

$750-$5, 400/month; 
$700-$850  startup  fee 

For  businesses  that  wish  to  have  a high- 
powered  Web  presence  without  the 
responsibility  of  hosting  it  internally.  Both 
UNIX  and  NT  platforms  are  available;  secure 
transaction  feature  is  available 
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• In  response  to  the  increase  in  the  number 
of  customers  purchasing  UUNET’s 
Internet  access  services,  particularly 
UUNET’s  high-speed  T-1  access  options, 
UUNET  has  upgraded  its  network 
infrastructure  hy  building  a new, 
highercapacity  backbone.  It  includes  Cisco 
7000  routers.  Cascade  9000  switches  and  a 
DS-3  (45  Mbps)  frame  relay-based 
network  backbone.  This  new  network 
infrastructure  provides  higher  bandwidth, 
increased  throughput  and  reliability,  and 
greater  capacity  at  a lower  cost  than  the 
previous  infrastructure. 

• UUNET  uses  fractional  DS-3  lines  in 
Canada,  Europe,  and  in  the  Asia/Pacific 
region  to  interconnect  those  hubs  and  the 
U.S. 

UUNET’s  network  infrastructure  currently 
allows  local  access  to  users  in  845  cities, 
including  516  international  sites. 

In  October  1996,  UUNET  announced  its 
Global  Transit^-^^  Service,  the  industry’s  first 
transit  service  to  offer  European  and  Asian 
Internet  service  providers  (ISPs)  high- 
performance,  high-reliability  connectivity 
with  North  America  and  direct  connectivity 
between  Asia  and  Europe. 

• Global  Transit  Service  currently  provides 
ISPs  with  local,  cost-effective  access  to  the 
UUNET  global  Internet  infrastructure  in 
ten  countries  outside  of  North  America. 

The  company  plans  to  offer  the  service  in 
four  additional  countries. 

• The  Global  Transit  Service  combines 
regional  routing,  direct  connectivity  to 
North  America,  and  direct  routes  between 
Asia  and  Europe,  all  via  a single  local 
connection. 


• Global  Transit  Service  is  currently 
available  in  London  (U.K.),  Paris  (France), 
Amsterdam  (the  Netherlands),  Frankfurt 
(Germany),  Milan  (Italy),  Monaco,  Tokyo 
(Japan),  Hong  Kong,  Singapore,  and 
Sydney  (Austraha). 

UUNET’s  network  operations  group,  located 
at  the  company’s  network  operations  center 
in  Virginia,  is  responsible  for  continuously 
monitoring  traffic  across  the  company’s 
network  24  hours  per  day,  seven  days  per 
week.  Technical  support  personnel 
(available  from  8 a.m.  to  8 p.m.  ET,  Monday 
through  Friday)  work  to  find  solutions  for 
customers  experiencing  difficulties  with 
Internet  applications.  At  other  times, 
network  operations  personnel  respond  to 
technical  support  requests. 

Security  Products  and  Services 

UUNET  addresses  the  confidentiality  and 
security  concerns  of  its  customers  by 
offering  the  following  security  products  and 
services: 

The  Gauntlet  Internet  Firewall  System, 
resold  by  UUNET  under  license  from 
Trusted  Information  Systems,  Inc.,  is  a 
firewall  software  product  (a  system  placed 
between  networks  designed  to  prevent 
unauthorized  access  through  the  Internet  to 
a customer’s  network  and  proprietary  data). 
Gauntlet  typically  sells  for  $15,000, 
including  hardware  and  installation. 

UUNET  also  performs  security  audits  of 
customers’  facilities  and  other  security 
consulting  services  for  a daily  fee. 

Web  Services 

UUNET  makes  available  various  services  to 
customers,  including  the  design, 
development,  hosting,  and  maintenance  of 
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Web  sites  and  content  on  the  World  Wide 

Web. 

• UUNET  will  install  and  maintain  Web 
sites  on  a UUNET  server  for  customers 
concerned  with  the  cost,  difficulty,  or 
security  of  maintaining  Web  sites  on  their 
own  network. 

• Customers  may  choose  from  a standard 
hosting  service,  which  places  customers’ 
information  on  a server  connected  to 
UUNET’s  network  at  1.5  Mbps,  or  a 
premium  hosting  service,  which  places 
their  information  on  a server  connected  to 
UUNET’s  backbone  via  a 10  Mbps  link. 

• Customers  can  receive  complete  monthly 
server  traffic  reports. 

• Prices  range  from  $300  to  $5,400  per 
month. 

• Both  UNIX  and  NT  platforms  are 
available. 

• A secure  transaction  feature,  FTP  site 
hosting,  and  a variety  of  Web  site 
authoring  tools  are  offered. 

Other  Products  and  Services 

UUNET  also  provides  related  products  and 

services  that  are  often  required  by  UUNET’s 

business  customers,  including  the  following: 

• Hardware,  such  as  network  equipment 
from  Cisco  and  Ascend 

• DSU/CSUs  and  cabling 

• Software  such  as  Chameleon  from 
NetManage 

• Tutorials  such  as  seminars  to  educate 
current  and  potential  customers  about 
Internet  access  options  and  applications 
available  from  UUNET 


• Various  consulting  services,  such  as 
integrating  various  Internet  access 
services  and  applications 

Clients 

As  of  July  1996,  UUNET  had  more  than 
25,000  customers  in  a range  of  industries.  A 
sample  of  UUNET  customers  is  shown  in 
Exhibit  B. 

Marketing  and  Sales 

To  date,  UUNET  has  sold  its  Internet  access 
and  applications  products  and  services 
primarily  through  its  direct  telephone  sales 
force. 

• Call  activity  is  generated  in  response  to  a 
variety  of  promotional  programs,  including 
advertising  in  general  business  and 
specialty  periodicals,  participation  in 
industry  shows,  and  press  relations. 

• In  addition,  UUNET  engages  in  local 
promotional  programs  to  support  newly 
opened  service  locations. 

• The  sales  organization  also  includes  the 
installation  group,  which  is  responsible  for 
support  for  the  first  30  days  after 
installation. 

In  January  1995,  UUNET  expanded  its 
sales  channels  to  coincide  more  closely  with 
the  company’s  enhanced  range  of  products 
and  services  and  business  customer 
orientation  by  adding  a Major  Accounts 
sales  group,  a Web  Services  sales  force,  and 
a Channel  Development  group.  Each  of 
these  groups  focuses  on  a different  segment 
of  the  customer  base. 

• The  Major  Accounts  group  focuses  on 
selling  products  and  services  to  larger 
businesses  with  complex  Internet  needs. 
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Exhibit  B 
UUNET  Clients 


Telecommunications 

Computer  Software 

Newspapers 

AT&T 

Adobe  Systems,  Inc. 

Chicago  Tribune  Co. 

Bell  Atlantic  Corporation 

Berkeley  Software  Design,  Inc. 

Gannett  Co.,  Inc. 

GTE 

Chorus  Systems,  Inc. 

Los  Angeles  Times 

SkyTel  Communications  Corp. 

Microsoft 

New  York  Times  Co. 

US  West 

Trusted  Information  Systems,  Inc. 

Newhouse  Newspaper  Metro- 
Suburbia,  Inc. 

On-line  & Information  Services 

Computer  Systems  & Services 

CompuServe 

Advantis 

Publishing 

Dow  Jones  & Co.,  Inc. 

Digital  Equipment  Corporation 

Addison-Wesley  Publishing  Co. 

Earthlink  Network,  Inc. 

EDS 

Conde  Nast  Publications  Inc. 

GE  Information  Systems 

IBM 

Encyclopedia  Britannica,  Inc. 

Reuters  Holdings  PLC 

Intel  Corp. 

Wiley  & Sons,  Inc. 
Time,  Inc. 

Financial  Services 

Manufacturing 

American  Express  Co. 

Angus  Chemical  Co. 

Government 

Chubb  Group 

Deere  & Co. 

Federal  Reserve  Board 

D.E.  Shaw  & Co. 

Cummings  Engine  Co.,  Inc. 

Occupational  Safety  & Health 

Morgan  Stanley  & Co.  Inc. 

Lockheed  Martin  Corp. 

Admin. 

Normura  Securities  International, 

LTX  Corp. 

Pacific  States  Marine  Fisheries 

Inc. 

Commission 

Social  Security  Administration 

Banking 

Utilities 

United  Nations 

Citibank 

Boston  Edison  Co. 

Other  Services 

Citicorp 

Electric  Power  Research  Institute 

DHL  Worldwide  Express 

Credit  Suisse 

Houston  Lighting  & Power  Co. 

Federal  Home  Loan  Mortgage  Corp. 

Federal  Reserve  Bank  of  New  York 

Pacific  Power  & Light  Company 

Kaiser  Permanente 

Swiss  Bank  Corporation 

Suburban  Cablevision 

Pizza  Hut  Worldwide 
Student  Loan  Marketing  Assoc. 

Major  accounts  generally  require 
installations  at  multiple  sites,  security 
and  consulting  services,  comprehensive 
responses  to  requests  for  proposals,  and 
on-site  sales  and  support  calls.  These 
accounts  generally  require  more 
specialized  attention  than  can  be  provided 
by  a telephone  sales  representative. 

• The  Web  Services  sales  force  focuses 
primarily  on  selling  Internet  access 
services  in  conjunction  with  UUNET’s 


Web  server  hosting  services  and  third- 
party  Web  site  development  services. 

• The  Channel  Development  group  focuses 
primarily  on  developing  and  maintaining 
relationships  with  LAN  integrators, 
vertical  solution  providers,  hardware  and 
software  suppliers,  and  other  Internet 
access  providers.  UUNET  maintains 
ongoing  relationships  with  a number  of 
industry  associations,  hardware  and 
software  resellers,  and  marketing 
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partners.  The  Channel  Development 
group  is  also  responsible  for  maintaining 
relationships  with  certain  of  the 
company’s  key  accounts. 

• The  Web  Services  Business  Unit,  formed 
in  October  1996,  is  designed  to  focus  solely 
on  the  Web  server  hosting  marketplace. 
The  unit  is  comprised  of  sales,  marketing, 
and  technical  resources. 

Alliances 

In  December  1994,  UUNET  and  Microsoft 
entered  into  a strategic  relationship  for  the 
development,  operation,  and  maintenance  of 
a large-scale  high-speed  dial-up  analog  and 
ISDN  TCP/IP  access  network  to  be  the 
primary  Internet  dial-up  network  and 
infrastructure  for  Microsoft,  including  “The 
Microsoft  Network™.” 

• UUNET  and  Microsoft  entered  into  a 
TCP/IP  Local  Access  Network  Agreement 
and  a loan  agreement  under  which 
Microsoft  lent  to  UUNET  approximately 
$26  million  to  cover  the  anticipated  capital 
cost  of  the  network  equipment. 

• This  relationship  provided  UUNET  with 
the  opportunity  to  accelerate  the 
expansion  of  the  geographic  coverage  and 
capacity  of  its  network  infrastructure. 

• Once  a substantial  portion  of  the  access 
network  had  been  deployed,  40%  of  the 
access  network’s  dial-up  capacity  between 
6 a.m.  and  6 p.m.  on  business  days  became 
available  for  UUNET  to  sell  to  its  other 
customers,  leaving  60%  available  to 
Microsoft.  At  other  times  (nights, 
weekends  and  holidays),  15%  of  the  access 
network’s  dial-up  capacity  is  available  to 
UUNET  and  85%  is  available  to  Microsoft. 

• Microsoft  pays  an  operating  fee  equal  to 
the  cost  of  constructing,  maintaining,  and 


operating  the  dial-up  network,  and  pays  a 
management  fee  regardless  of  any  delay 
by  Microsoft  in  its  use  of  the  network. 

• Revenue  from  the  Microsoft  Division 
contributed  approximately  20%  of 
UUNET’s  total  revenue  in  1995. 

• As  part  of  the  relationship,  Microsoft 
purchased  UUNET  stock  representing  a 
13%  ownership  in  UUNET  (prior  to  the 
MFS  merger). 

• UUNET  has  established  a separate 
division  to  deploy  and  operate  the 
Microsoft  dial-up  access  network.  All 
division  employees  are  UUNET. 

In  July  1996,  UUNET  entered  into  a multi- 
million dollar  agreement  with  GTE  whereby 
GTE  selected  UUNET’s  dial-up  and 
dedicated  network  and  Internet  backbone  to 
offer  Internet  services  nationwide. 

• The  terms  of  the  agreement  were  not 
disclosed. 

• GTE  is  initially  offering  the  service 
under  the  name  of  GTE  Internet 
Solutions  in  250  cities  in  46  states  at  a 
monthly  rate  of  $19.95  for  unlimited 
dial-up  access. 

In  August  1996,  TN  Technologies,  the  digital 
and  interactive  marketing  company  of  True 
North  Communications,  and  UUNET 
announced  an  alliance  to  provide  Internet- 
based  digital  marketing  services. 

• This  alliance  allows  TN  Technologies  to 
provide  its  clients  with  a full  range  of 
digital  marketing  services,  including  Web 
site  design,  deployment,  maintenance,  and 
analysis,  and  on-line  programming. 
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• The  companies  have  also  agreed  to  jointly 
develop  products  and  services  that  will  be 
delivered  by  TN  Technologies. 

In  July  1996,  Nielsen  Media  Research  and 
UUNET  entered  into  an  agreement  to  offer 
a full  range  of  automated  Web  site  traffic 
measurement  and  analysis  to  UUNET’s  Web 
hosting  customers  via  Nielsen’s  Web  site 
research,  measuring,  and  auditing  tools. 

In  July  1996,  NetObjects  and  UUNET 
entered  into  a comarketing  agreement  for 
UUNET  to  provide  its  Web  customers  with 
NetObjects’  Fusion  through  its  Web  hosting 
service. 

• Fusion,  NetObjects’  Web  site  building 
software  product,  became  generally 
available  in  a shrink-wrapped  version  in 
September  1996. 

• Fusion  enables  NetObjects’  customers  to 
easily  host  sites  with  UUNET. 

In  July  1996,  UUNET  and  USConnect,  a 
leading  national  systems  integrator, 
announced  a collaborative  effort  to  provide 
customers  with  end-to-end  communication 
services. 

• According  to  the  terms  of  the  agreement, 
USConnect  will  resell  UUNET  Internet 
services,  either  under  the  UUNET  label  or 
under  a private  label,  as  a part  of 
USConnect’s  integrated  information 
systems  offerings. 

• UUNET  will  use  USConnect  as  a 
preferred  consulting  and  integration 
partner,  allowing  UUNET  to  offer 
customers  a higher  degree  of  integration 
between  their  existing  LANAVAN 
infrastructure  and  Internet 
communication  services. 


• The  companies  have  also  agreed  to  jointly 
develop  business  Internet  solutions,  such 
as  remote  network  management,  to  be 
marketed  by  USConnect. 

In  February  1996,  UUNET  and  USA 
Networks  entered  into  a partnership 
agreement  to  provide  the  first  simultaneous 
broadcast  of  entertainment  programming 
over  both  cable  television  and  the  Internet. 

Global  Village  has  announced  that  it  will 
team  with  UUNET  to  provide  GlobalCenter 
Internet  services,  which  enable  medium- 
sized companies  to  purchase  a complete 
Internet  solution  designed  to  their  specific 
business  needs. 

Quarterdeck  will  incorporate  UUNET’s 
access  services  into  its  new  Quarterdeck 
Mosaic  World  Wide  Web  browser  Connect 
and  Play  software  package. 

UUNET  has  agreements  to  provide  Internet 
access  for  the  networks  of  Digital  Exchange 
Inc.,  EarthLink  Network,  Inc.,  Global 
Village,  Inc.,  and  Global  Center  (Global 
Village’s  recent  venture). 

UUNET  also  has  relationships  with  a 
number  of  on-line  services  providers  and 
applications  developers,  including  Advantis, 
CompuServe,  FTP  Software,  Inc., 
NetManage,  Netscape  Communications 
Corporation,  Premenos,  and  Spry. 

Competition 

UUNET’s  current  and  prospective 
competitors  are  divided  into  two  groups: 

• Other  Internet  access  providers — Bolt, 
Beranek  & Newman  (BBN),  NETCOM  On- 
Line  Communications,  PSINet,  and  other 
national  and  regional  providers 
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• Telecominunicotions  companies — AT&T, 
MCI,  Sprint,  WilTel,  regional  Bell 
operating  companies,  and  various  cable 
companies 

Assessment 

UUNET’s  strengths  include: 

• The  highest  capacity  backbone  network 
within  the  Internet 

• Most  experienced  engineering  staff  among 
Internet  service  providers 

• A unique  focus  on  business  use  (rather 
than  consumer  use)  of  the  Internet 

Challenges  for  the  coming  year  include: 

• Growing  competition  from  telephone 
companies  and  on-line  service  providers  as 
they  move  to  the  Internet 

• Managing  growth  and  expansion  to 
support  a rapidly  growing  high-bandwidth 
customer  base 


Parent  Company 

MFS  Communications  Company,  Inc. 
3555  Farnam  Street 
Suite  200 

Omaha,  NE  68131 
Tel:  (402)  977-5300 
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Chairman:  Richard  L Adams,  Jr. 

President  & CEO:  John  W.  Sidgmore 

3060  Williams  Drive 
Fairfax,  VA  22031 

Phone:  (703)  206-5600 

Fax:  (703)  206-5601 


Status:  Public 

Employees;  187  (3/95) 

Revenue:  $12,414,000 

Fiscal  Year  End;  12/31/94 


Key  Points 

• UUNET  Technologies,  Inc.  provides  a range 
of  Internet  access  options,  applications  and 
consulting  services  to  businesses, 
professionals  and  on-line  service  providers. 

• UUNET  went  public  in  May  1995, 
generating  net  proceeds  to  the  company  of 
more  than  $59  million. 

• In  December  1994,  UUNET  and  Microsoft 
entered  into  a relationship  under  which 
UUNET  is  developing  and  will  operate  and 
maintain  a large-scale,  high-speed,  dial-up 


and  ISDN  TCP/IP  access  network  as  part  of 
its  overall  network  infrastructure.  This 
network  will  be  the  primary  Internet  dial- 
up network  and  infrastructure  for 
Microsoft,  including  “The  Microsoft 
Network,”  Microsoft’s  on-line  service. 
Microsoft  has  also  purchased  shares  of 
UUNET  stock  representing  a 15%  interest 
in  UUNET. 

Company  Description 

UUNET,  a Delaware  corporation,  was  formed 
in  1987.  The  company’s  Internet  access 
options  include  its  AlterNet  and  AlterDial 
services,  which  provide  dedicated  and  dial-up 
Internet  access,  respectively.  In  addition,  the 
company’s  other  applications  and  services 
include  Web  server  hosting  and  integration 
services,  client  software  and  security 
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products,  training  and  network  integration 
and  consulting  services. 

UUNET’s  customers  are  businesses  and 
professionals  in  many  lines  of  business.  As  of 
June  30,  1995,  the  company’s  customer  base 
had  grown  to  more  than  7,000  customers. 

In  May  1995,  UUNET  made  an  initial  public 
offering  of  4.725  million  shares  of  its  common 
stock,  of  which  4.6  million  were  sold  by 
UUNET  and  the  remainder  by  selling 
stockholders.  Net  proceeds  to  the  company  of 
approximately  $59  million  will  be  used  to 
expand  and  upgrade  its  network 
infrastructure,  to  reduce  debt  and  for  general 
corporate  purposes. 

Organization  and  Structure 

UUNET’s  officers  are  summarized  below: 


UUNET  Key  Executives 


Name 

Position 

John  W. 
Sidgmore 

President  and  CEO 

David  Boast 

VP,  Microsoft  Network  Division 

David  Foster 

VP,  Business  Development 

Jeffrey  Hilber 

CFO 

Michael  O’Dell 

VP  Research  and  Development 

Jeffrey  Osborn 

VP  Sales 

Joseph  Squarzini 

VP  Network  Operations 

Alan  B.  Taffel 

VP  Marketing 

Diana  Lawrence 

VP  Human  Resources 

Source:  UUNET 


The  company’s  sole  office  is  in  Fairfax  (VA). 


Company  Strategy 

UUNET’s  objective  its  to  be  the  leading 
supplier  to  businesses  and  professionals  of 
complete  communications  solutions  using 
Internet-related  technologies.  UUNET 
intends  to  achieve  this  position  by  continuing 
to  focus  on: 

• Building  its  high  performance  network 
infrastructure.  The  company  currently 
allows  local  access  to  customers  in  80  cities, 
and  plans  to  allow  local  access  to  customers 
in  150  cities  by  the  end  of  1995  and  to 
customers  in  200  cities  by  the  end  of  1996. 

• Expanding  and  integrating  product  and 
service  offerings.  UUNET  is  continuing  to 
integrate  and  further  expand  its  suite  of 
value-added  products  and  services  to 
provide  customers  with  a complete 
communications  solution  using  Internet 
technologies,  including  enhanced  security 
products  and  consulting  services,  additional 
access  and  software  options,  and  a range  of 
Web  server  hosting  and  content 
development  products  and  services. 

• Building  and  leveraging  relationships  with 
strategic  partners.  UUNET  is  continuing  to 
build  and  leverage  strategic  relationships 
with  providers  of  on-line  services,  Internet 
applications  and  other  products  and 
services  in  targeted  industries.  UUNET 
expects  these  relationships  to  help  increase 
geographic  coverage  and  network  capacity, 
expand  its  product  and  service  offerings  and 
more  effectively  reach  its  target  markets. 

• Intensifying  focused  marketing  efforts . 
UUNET  is  continuing  to  expand  and  tailor 
its  sales  and  marketing  efforts  to  reach 
large  commercial  accounts,  professionals 
and  resellers  more  effectively.  The 
company  also  intends  to  aggressively 
pursue  international  opportunities  to 
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provide  its  Internet  access  options, 
applications  and  services. 

Financials 

UUNET’s  1994  revenue  reached  $12.4 
million,  a 57%  increase  over  1993  revenue  of 
$7.9  million. 

The  revenue  increase  from  1993  to  1994 
consisted  primarily  of  an  increase  of 
approximately  $3.9  million  in  sales  of  higher- 
priced  dedicated  access  options  and  an 
increase  of  approximately  $560,00  from  sales 
of  UUNET’s  dial-up  AlterDial  service  that 
was  introduced  in  1993.  The  company’s 
customer  base  has  increased  due  to  an 
increase  in  marketing  efforts  and  the  number 
of  sales  and  marketing  personnel,  accelerated 
from  funds  that  became  available  for  such 
efforts  from  the  proceeds  of  an  equity 
financing  in  October  1993; 

Proceeds  of  $17.7  million  from  equity 
financings  in  1993,  1994  and  early  1995  have 


allowed  UUNET  to  accelerate  the  expansion 
of  its  network  infrastructure  and  internal 
operations  over  the  six  quarters  ended  March 
31,  1995.  During  this  period,  the  company 
hired  a significant  number  of  senior 
managers,  greatly  increased  its  sales  force, 
significantly  expanded  its  product  and  service 
portfolio  and  upgraded  its  network 
infrastructure. 

• The  substantial  costs  incurred  in  connection 
with  these  activities  contributed  to 
UUNET’s  operating  losses  in  1993,  1994 
and  the  first  quarter  of  1995. 

• In  anticipation  of  future  growth,  UUNET 
expects  to  increase  significantly  its 
expenses  for  personnel,  new  product 
development  and  marketing  and  its 
purchases  of  capital  equipment.  Although 
UUNET  has  incurred  losses  for  the  first  six 
months  of  this  year,  the  company  expects  to 
achieve  profitability  for  calendar  1995. 

A four-year  financial  summary  follows: 


UUNET  Technologies,  Inc. 
Four-Year  Financial  Summary 
($  Thousands) 


Fiscal  Year 

Item 

1994 

1993 

1992 

1991 

Revenue 

$12,414 

$7,895 

$6,419 

$4,979 

• Percent  change  from 
previous  year 

57% 

23% 

29% 

N/A 

Income  (loss)  before  taxes 

$(6,949) 

$(2,261) 

$(435) 

$(523) 

Net  income  (loss) 

$(6,974) 

$(2,244) 

$(387) 

$(523) 

Interim  Results 

Revenue  for  the  six  months  ending  June  30, 
1995  reached  $16.95  million,  a 231% 
increase  over  $5.12  million  for  the  same 
period  in  1994. 


Net  losses  for  the  period  were  $1.36  million, 
compared  to  $2.5  million  for  the  same  period 
a year  ago. 
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Revenue  Analysis  by  Product / Service 

INPUT  estimates  approximately  80%  of 
UUNET’s  revenue  is  derived  from  network 
access  services  and  the  remaining  20%  from 
software  and  consulting  activities. 

Market  Financials 

UUNET  derives  its  revenue  from  customers 
in  a range  of  businesses,  including 
telecommunications,  on-line  and  information 
services,  financial  services,  computer 
software,  manufacturing  utilities, 
newspapers,  computer  systems  and  services, 
banking,  publishing  and  government. 

Geographic  Markets 

Virtually  100%  of  UUNET’s  1994  revenue 
was  derived  from  the  U.S. 

The  company  expects  to  allow  local  access  to 
its  network  in  20  international  sites  by  the 
end  of  1995. 

Employees 

As  of  March  31,  1995,  UUNET  had  187 
employees,  segmented  as  follows; 


Marketing  and  sales 78 

Network  operations 87 

General  and  administrative 22 


187 

As  of  June  30,  1995,  the  company  had  250 
employees. 

Key  Products  and  Services 

UUNET  provides  a range  of  Internet  access 
options,  applications  and  consulting 
services.  The  company’s  solution  has  been 
designed  to  address  many  of  the  issues  that 
have  discouraged  businesses  and 
professionals  from  using  the  Internet  in  the 
past. 


Network  Infrastructure 

UUNET’s  network  infrastructure  enables 
customers  to  access  the  Internet  through 
dedicated  lines  or  by  placing  a local 
telephone  call  (dial-up)  through  a modem  to 
the  nearest  UUNET  point-of-presence 
(POP). 

• Once  connected,  the  customer’s  traffic  is 
routed  through  UUNET’s  network 
infrastructure  to  the  desired  Internet 
location,  whether  on  the  company’s 
network  or  elsewhere  on  the  Internet. 

• In  response  to  the  increase  in  the  number 
of  customers  purchasing  UUNET’s 
Internet  access  services,  particularly 
UUNET’s  high-speed  T-1  and  56  Kbps 
access  options,  UUNET  has  upgraded  its 
network  infrastructure  by  building  a new, 
higher  capacity  backbone.  It  includes 
Cisco  7000  routers,  Cascade  9000  switches 
and  a DS-3  (45  Mbps)  frame  relay-based 
network  backbone.  UUNET  believes  that 
this  new  network  infrastructure,  when 
fully  deployed,  will  provide  higher 
bandwidth,  increased  throughput  and 
reliability  and  more  capacity  and  at  a 
lower  cost  than  the  existing 
infrastructure.  UUNET  plans  to  have  the 
high-performance  network  infrastructure 
operational  by  the  end  of  1995. 

UUNET’s  network  infrastructure  currently 
allows  local  access  to  users  in  98  cities  and 
is  expected  to  allow  local  access  to  users  in 
150  cities  by  the  end  of  1995,  including  20 
international  sites.  The  company  expects 
that  by  the  end  of  1995,  it  will  allow  local 
access  to  users  in  more  than  200  cities, 
including  a number  of  additional  cities 
abroad. 
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UUNET’s  Internet  access  options  are 
summarized  in  Exhibit  A. 

UUNET  has  a network  operations  group 
located  at  the  company’s  network  operations 
center  in  Virginia  are  responsible  for 
continuously  monitoring  traffic  across  the 
company’s  network  24  hours  per  day,  seven 
days  per  week.  Technical  support  personnel 
(available  from  8 a.m.  to  8 p.m.,  Eastern 
time,  Monday  through  Friday)  work  to  find 
solutions  for  customer  experiencing 
difficulties  with  Internet  applications  and 
are.  At  other  times,  network  operations 
personnel  respond  to  technical  support 
requests. 

Security  Products  and  Services 

UUNET  addresses  the  confidentiahty  and 
security  concerns  of  its  customers  by 
offering  the  following  security  products  and 
services: 

LanGuardian,  a UUNET-developed 
hardware  security  product,  is  designed  to 
encrypt  and  decrypt  selected  data  as  it 
leaves  and  arrives  at  a site  in  order  to 
render  communications  unintelligible  to 
unauthorized  readers  while  it  is  being 
transmitted  across  the  Internet.  A 
LanGuardian  must  be  installed  at  each  site 
sending  and  receiving  encrypted  data. 
LanGuardian  currently  sells  for  between 
$4,995  and  $9,995,  depending  upon  the 
model  purchased. 

Gauntlet  is  resold  by  UUNET  under  license 
from  Trusted  Information  Systems,  Inc. 
Gauntlet  is  a firewall  software  product  (a 
system  placed  between  networks  designed  to 
prevent  unauthorized  access  through  the 
Internet  to  a customer’s  network  and 
proprietary  data).  Gauntlet  typically  sells 
for  $15,000,  including  hardware  and 
installation. 


UUNET  also  performs  security  audits  of 
customers’  facilities  for  a daily  fee. 

Web  Services 

UUNET  makes  available  various  services  to 
customers,  including  the  design, 
development,  hosting  and  maintenance  of 
home  pages  and  content  on  the  World  Wide 
Web. 

• UUNET  will  install  and  maintain  home 
pages  on  a UUNET  server  for  customers 
concerned  with  the  cost,  difficulty  or 
security  of  maintaining  home  pages  on 
their  own  network. 

• Customers  may  choose  from  a standard 
hosting  service,  which  places  customers’ 
information  on  a server  connected  to 
UUNET’s  network  at  1.5  Mbps,  or  a 
premium  hosting  service,  which  places 
their  information  on  a server  connected  to 
UUNET’s  backbone  via  a 10  Mbps  link. 
Pricing  ranging  from  $300  to  $5,400  per 
month. 

Other  Products  and  Services 

UUNET  also  provides  related  products  and 
services  that  are  often  required  by  UUNET’s 
business  customers,  including  the  following: 

• Hardware,  such  as  network  equipment 
from  Cisco  and  Ascend 

• DSU/CSUs  and  cabling 

• Software,  such  as  Chameleon  from 
NetManage  and  Internet  in  a Box  from 
Spry 
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Exhibit  A 

UUNET  Internet  Access  Options 


Service  Type 

Current  List  Price 

Summary/Description 

Dedicated  Full  Internet 
Access — AlterNet 

- 56  Kbps 

$595-$695/month; 
$495-$795  startup  fee 

Medium  speed  service  via  dedicated  lines  or 
frame-relay  for  small  to  midsize  businesses 

- T-1 

$995-$3, 000/month; 
$3,000-$5,000  startup  fee 

High  speed  service  for  large  businesses  or 
organizations  with  significant  throughput 
requirements 

- Multi-Medgabit 

$1 ,500-$49, 000/month; 
$5,000-$9,500  startup  fee 

Very  high  speed  service  for  very  large  businesses 
or  organizations  with  demanding  throughput 
requirements 

- Wholesale 

$1,250-$26, 000/month; 
$4,000-$12,500  startup  fee 

High  speed  service  for  those  intending  to  resell 
Internet  access 

Dial-up  Full  Internet 
Access — AlterDial 

- AlterDial 

$30/month  (includes  15 
hours/month) 

$2. 25/hour  for  additional 
usage;  $25  startup  fee 

Low  speed  access  for  occasional  use 

- ISDN  Workgroup 

$295-$495/month; 
$395-$495  startup  fee 

Medium  speed  access  for  very  small  businesses 
or  LAN-based  work  groups,  for  occasional  use 

Dial-up  Limited  Internet 
Access 

- UUCP 

$36  base  fee,  plus  $2.60- 
$1 6/hour 

UUCP  protocol  based  service  for  those  only 
requiring  electronic  mail  and  news  access 

- Shell  Accounts 

$20/month,  20  hours  of 
connect  time 

Access  for  those  familiar  with  UNIX  and  not 
requiring  high  speed  throughput  or  a GUI 

- PHONE&HOME 

$2-$1 2/hour 

Low  speed  terminal  emulation  service  allowing 
travelers  to  connect  to  their  home  system 
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• Tutorials,  such  as  seminars  to  educate 
current  and  potential  customers  about 
Internet  access  options  and  applications 
available  from  UUNET 

• Various  consulting  services,  such  as 
integrating  various  Internet  access 
services  and  applications. 


Clients 

UUNET  had  more  than  7,000  customers  in  a 
range  of  industries.  A sample  of  UUNET 
customers  is  shown  in  Exhibit  B. 


Exhibit  B 

UUNET  Clients 


Telecommunications 

Computer  Software 

Newspapers 

AirTouch  Communications 

Berkeley  Software  Design,  Inc. 

Chicago  Tribune  Co. 

AT&T 

Chorus  Systems,  Inc. 

Cannett  Co.,  Inc. 

MCI 

Microsoft 

Knight-Ridder,  Inc. 

SkyTel  Communications  Corp. 

Santa  Cruz  Operation,  Inc. 

New  York  Times  Co. 

Southwestern  Bell  Corporation 

Trusted  Information  Systems,  Inc. 

Newhouse  Newspaper  Metro- 
Suburbia,  Inc. 

On-line  & Information  Services 

Computer  Systems  & Services 

Publishing 

America  Online 

Advantis 

Addison-Wesley  Publishing  Co. 

CompuServe 

Digital  Equipment  Corporation 

Encyclopedia  Britannica,  Inc. 

Dow  Jones  & Co.,  Inc. 

EDS 

Wiley  & Sons,  Inc. 

GE  Information  Services 

IBM 

Paramount  Publishing,  Inc. 

Reuters  Holdings  PLC 

Intel  Corp. 

Time,  Inc. 

Financial  Services 

Manufacturing 

Government 

American  Express  Co. 

American  Steel  and  Wire  Corp. 

Federal  Reserve  Board 

Chubb  Group 

Angus  Chemical  Co. 

Occupational  Safety  & Health 

D.E.  Shaw  & Co. 

Deere  & Co. 

Admin. 

Morgan  Stanley  & Co.  Inc. 

Lockheed  Martin  Corp. 

Pacific  States  Marine  Fisheries 

Normura  Securities  International 

LTX  Corp. 

Commission 

Social  Security  Administration 

Banking 

Utilities 

United  Nations 

Citibank 

Boston  Edison  Co. 

Other  Services 

Citicorp 

Continental  Cablevision  Inc. 

DHL  Worldwide  Express 

Credit  Suisse 

Electric  Power  Research  Institute 

Federal  Home  Loan  Mortgage  Corp 

Swiss  Bank  Corporation 

Houston  Lighting  & Power  Co. 

Kaiser  Permanente 

The  Chase  Manhattan  Corporation 

Oklahoma  Gas  & Electric  Co. 

Pizza  Hut  Worldwide 
Student  Loan  Marketing  Assoc. 
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Marketing  and  Sales 

To  date,  UUNET  has  sold  its  Internet  access 
and  applications  products  and  services 
primarily  through  its  direct  telephone  sales 
force. 

• Call  activity  is  generated  in  response  to  a 
variety  of  promotional  programs,  including 
advertising  in  general  business  and 
specialty  periodicals,  participation  in 
industry  shows  and  press  relations. 

• The  sales  organization  also  includes  the 
installation  group,  which  is  responsible  for 
support  for  the  first  30  days  after 
installation. 

• In  addition,  UUNET  engages  in  local 
promotional  programs  to  support  newly 
opened  service  locations. 

In  January  1995,  UUNET  expanded  its 
sales  channels  to  coincide  more  closely  with 
the  company’s  enhanced  range  of  products 
and  services  and  business  customer 
orientation  by  adding  a Major  Accounts 
sales  group,  a Web  Services  sales  force  and  a 
Channel  Development  group.  Each  of  these 
groups  focuses  on  a different  segment  of 
customers. 

• The  Major  Accounts  group  focuses  on 
selling  products  and  services  to  larger 
businesses  with  complex  Internet  needs. 
Major  accounts  generally  require 
installations  at  multiple  sites,  security 
and  consulting  services,  comprehensive 
responses  to  requests  for  proposals  and  on- 
site sales  and  support  calls.  These 
accounts  generally  require  more 
specialized  attention  than  can  be  provided 
by  a telephone  sales  representative. 

• The  Web  Services  sales  force  focuses 
primarily  on  selling  Internet  access 
services  in  conjunction  with  UUNET’s 


Web  server  hosting  services  and  third- 
party  Web  site  development  services. 

• The  Channel  Development  group  focuses 
primarily  on  developing  and  maintaining 
relationships  with  LAN  integrators, 
vertical  solution  providers,  hardware  and 
software  suppliers  and  other  Internet 
access  providers.  UUNET  maintains 
ongoing  relationships  with  a number  of 
industry  associations,  hardware  and 
software  resellers  and  marketing  partners. 
The  Channel  Development  group  is  also 
responsible  for  maintaining  relationships 
with  certain  of  the  company’s  key 
accounts. 

Alliances 

In  December  1994,  UUNET  and  Microsoft 
entered  into  a strategic  relationship  for  the 
development,  operation  and  maintenance  of 
a large-scale  high  speed  dial-up  and  ISDN 
TCP/IP  access  network  that  will  be  the 
primary  Internet  dial-up  network  and 
infrastructure  for  Microsoft,  including  “The 
Microsoft  Network.” 

• UUNET  and  Microsoft  entered  into  a 
TCP/IP  Local  Access  Network  Agreement 
and  a loan  agreement  under  which 
Microsoft  will  lend  to  UUNET  up  to  $26 
million  to  cover  the  anticipated  capital 
cost  of  the  network  equipment. 

• This  relationship  provides  UUNET  with 
the  opportunity  to  accelerate  the 
expansion  of  the  geographic  coverage  and 
capacity  of  its  network  infrastructure. 

• Once  a substantial  portion  of  the  access 
network  has  been  deployed,  40%  of  the 
access  network’s  dial-up  capacity  between 
6 a.m.  and  6 p.m.  on  business  days  will  be 
available  for  UUNET  to  seU  to  its  other 
customers  and  60%  will  be  available  to 
Microsoft.  At  other  times  (nights, 
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weekends  and  holidays),  15%  of  the  access 
network’s  dial-up  capacity  will  be 
available  to  UUNET  and  85%  will  be 
available  to  Microsoft. 

• Microsoft  will  pay  an  operating  fee  equal 
to  the  cost  of  constructing,  maintaining 
and  operating  the  dial-up  network  and 
will  pay  a management  fee  regardless  of 
any  delay  by  Microsoft  in  its  use  of  the 
network..  UUNET  expects  management 
and  operating  fees  from  Microsoft  will 
contribute  approximately  25%  of  its  total 
revenues  in  1995  and  1996. 

• As  part  of  the  relationship,  Microsoft 
purchased  UUNET  stock  representing 
approximately  15%  ownership  in  UUNET. 

• UUNET  has  established  a separate 
division  to  deploy  and  operate  the 
Microsoft  dial-up  access  network.  All 
division  employees  are  UUNET. 

In  February  1995,  UUNET  entered  into  an 
agreement  with  America  Online  to  build  and 
operate  a dedicated  dial-up  network.  The 
network  has  been  operational  since  April 

1995.  America  Onhne  assumed  full 
ownership  of  the  network  in  June  1995,  but 
may  have  UUNET  continue  to  operate  and 
manage  the  network  through  December 

1996. 

Global  Village  has  announced  it  will  team 
with  UUNET  to  provide  GlobalCenter 
Internet  services,  which  enable  medium 
sized  companies  to  purchase  a complete, 
easy  Internet  solution  designed  to  their 
specific  business  needs. 

Quarterdeck  will  incorporate  UUNET’s 
access  services  into  its  new  Quarterdeck 
Mosaic  World  Wide  Web  browser  Connect 
and  Play  software  package. 


The  Securities  Industry  Association  (SIA) 
has  selected  UUNET  as  the  recommended 
Internet  provider  for  SIA  member  firms. 

In  June  1995,  Digital  Exchange  opened  the 
first  Internet  Business  Center  in  Manhattan 
using  UUNET  as  its  charter  Internet 
provider. 

Earthhnk  will  team  with  UUNET  to  provide 
nationwide  Internet  access. 

UUNET  has  agreements  with  WilTel  and 
Metropolitan  Fiber  Systems  to  provide 
UUNET  with  data  communications  facihties 
and  capacity  and  physical  space  for  network 
equipment. 

UUNET  also  has  relationships  with  a 
number  of  on-line  services  providers  and 
applications  developers,  including 
CompuServe,  FTP  Software,  Advantis, 
NetManage  and  Spry. 

Competition 

UUNET’s  current  and  prospective 
competitors  are  divided  into  three  groups: 

• Other  Internet  access  providers — ^Bolt, 
Beranek  & Newman  (BBN),  NETCOM  On- 
Line  Communications,  Performance 
Systems  International  (PSI)  and  other 
national  and  regional  providers. 

• Telecommunications  companies — ^AT&T, 
MCI,  Metropolitan  Fiber  Systems,  Sprint, 
WilTel,  regional  Bell  operating  companies 
and  various  cable  companies. 

• On-line  service  providers — America 
Online,  CompuServe,  Delphi  Internet 
Services,  Genie  (GE  Information  Services), 
Microsoft  and  Prodigy. 
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Assessment 

UUNET’s  strengths  include: 

• The  highest  capacity  backbone  network 
within  the  Internet 

• Most  experienced  engineering  staff  among 
Internet  service  providers 

• A unique  focus  on  the  business  use  (rather 
than  consumer  use)  of  the  Internet 

Challenges  for  the  coming  year  include: 

• Growing  competition  from  telephone 
companies  and  on-hne  service  providers  as 
they  move  to  the  Internet 

• Managing  growth  and  expansion  to 
support  a rapidly  growing  high-bandwidth 
customer  base 

• Attaining  profitabihty 
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Vanstar  Corporation 


Chairman 

& CEO:  William  Y.  Tauscher 

President  & COO:  Jay  S.  Amato 

5964  West  Las  Positas  Boulevard 
Pleasanton,  CA  94566 
Phone:  (510)734-4000 

Fax:  (510)734-4802 

Internet:  Http://www.vanstar.com 


Status:  Public 

Employees:  3,500  (11/95) 

Revenue,  FYE  4/30/95:  $1,385,392,000 

Revenue,  6 mo.  ending  10/31/95:  $872,297,000 


Key  Points 

• Vanstar  is  a leading  provider  of  services  and 
products  designed  to  build  and  manage 
personal  computer  network  infrastructures, 
primarily  for  Fortune  1000  companies  and 
other  large  enterprises.  The  company  has 
expanded  its  focus  from  its  traditional  PC 
reselling  and  service  to  a full  range  of 
outsourcing  services,  including  procurement, 
management,  maintenance,  networking, 
network  integration  and  training. 


• In  February  1996,  Vanstar  made  an  initial 
public  offering  of  approximately  14.8  million 
shares  of  common  stock. 

• During  fiscal  1995  and  the  first  six  months 
of  fiscal  1996,  Vanstar's  operating 
performance  has  improved  significantly  due 
to  increased  networking  and  products 
revenue,  decreased  fixed  costs  as  a percent 
of  revenue,  cost  reduction  efforts  to 
consolidate  sales  administration,  and  the 
continuing  shift  to  centralized  branches. 

Company  Description 

Vanstar  provides  products  and  services  that 
span  the  life  cycle  of  PC  network 
infrastructure  needs.  This  includes 
customized,  integrated  solutions  for  the 
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network  needs  of  customers.  In  addition  to 
software  and  hardware  products  from  third 
parties,  the  company  provides  design  and 
consulting,  deployment,  operation  and 
support,  and  enhancement  and  migration 
services. 

Formerly  ComputerLand  Corporation,  the 
company  was  renamed  Vanstar  in  March 
1994,  following  the  sale  of  ComputerLand’s 
U.S.  franchised  retail  outlets  to  Merisel.  At 
that  time,  the  company  changed  its  fiscal  year 
end  from  September  30  to  April  30. 

In  February  1996,  Vanstar  made  an  initial 
public  offering  of  approximately  14.8  million 
shares  of  its  common  stock.  Estimated  net 
proceeds  to  the  company  of  $85.6  million  will 
be  used  to  repay  debt  and  financing. 

Organization  and  Structure 

Vanstar’s  key  executives  are  listed  below. 


Vanstar  Key  Executives 


Name 

Title 

William  Y.  Tauscher 

Chairman  & CEO 

Jeffrey  S.  Rubin 

Vice  Chairman  & CFO 

Jay  S.  Amato 

President  & COO 

Richard  N.  Anderson 

SVP  Sales 

Robert  Kuntzendorf 

SVP  Operations 

Chris  M.  Laney 

SVP  Networking  Services 

Daniel  S.  Maher 

SVP  Professional  Services 

Ahmad  Manshouri 

SVP  Product  Operations 

Michael  J.  Moore 

SVP  Management  Info. 

Coleman  D.  Sisson 

Serv. 

William  R.  Waas 
Thanos  M.  Triant 

SVP  Learning  Network 
SVP  Service 
SVP  and  CTO 

Vanstar  has  changed  its  operating  model  from 
a branch-oriented  sales  and  service 
organization  to  a more  centrahzed,  tightly 
controlled  systems-based  organization. 

Vanstar  is  headquartered  in  Pleasanton  (CA) 
and  has  approximately  90  locations 
nationwide. 

Customer  support  groups  are  in  Pleasanton 
and  Indianapolis  (IN). 

Configuration  and  distribution  facilities  are  in 
Indianapolis  and  Livermore  (CA). 

A National  Technical  Center  located  in 
Roswell  (GA)  provides  help  desk  support. 

Company  Strategy 

Vanstar’s  service  offerings  are  organized  into 
an  integrated  model  called  Life  Cycle 
Management  (LCM).  Build  upon  four 
fundamental  principals — a complementary 
suite  of  services,  automated  systems, 
experienced  people  and  proven  processes — ^this 
model  supports  the  PC  network  infrastructure 
throughout  its  entire  hfe  cycle. 

Vanstar’s  objective  is  to  continue  to  be  a 
leading  provider  of  a range  of  PC  network 
infrastructure  products  and  services  to  large 
businesses  throughout  the  world.  Vanstar  has 
committed  to  invest  approximately  $44  million 
to  support  its  service  offerings. 

To  achieve  its  objective,  Vanstar  believes  it 
must: 

• Leverage  its  broad  customer  base 

• Develop  and  enhance  value-added  services 

• Expand  its  worldwide  capabilities  for 
multinational  customers  through  alliance 
partners  with  worldwide  strengths 
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Financials 

Total  revenue  for  the  six  months  ending 
October  31,  1995  reached  $872.3  million,  a 
37%  increase  over  $638.4  million  for  the  same 


period  in  1994.  Net  income  reached  $8.3 
million,  compared  to  $299,000  for  the  same 
period  a year  ago.  A financial  summary 
follows: 


Vanstar  Corporation 
Financial  Summary 
($  Millions,  except  per  share  data) 


Item 

Six  Months 
Ending 
10/30/95 

Six  Months 
Ending 
10/30/94 

Fiscal  Year 
Ending 
4/30/95 

Revenue 

$872.3 

$638.4 

$1,385.4 

Income  (loss)  before  taxes 

$13.1 

$0.5 

$2.1 

Net  income  (loss) 

$8.3 

$0.3 

$1.3 

Earnings  (loss)  per  share 

$0.25 

N/A 

$0.04 

Vanstar  has  reduced  its  selhng,  general,  and 
administrative  expenses  as  a percent  of  total 
revenue  from  20.1%  in  fiscal  1992  to  10.7%  for 
the  six  months  ending  October  31,  1995  as  a 
result  of  the  following  initiatives: 

• In  the  first  six  months  of  fiscal  1996  and 
during  fiscal  1995,  the  company  achieved 
increased  networking  and  products  revenue, 
decreased  fixed  costs  as  a percent  of 
revenue,  and  cost  reductions  through 
consolidating  sales  administration  and  the 
continued  shift  to  centralized  branches. 

• In  fiscal  1994,  Vanstar  began  to  increase  the 
number  of  its  systems  engineers,  leading  to 
a significant  increase  in  networking  revenue 
in  fiscal  1995. 

• The  sale  of  the  U.S.  franchise  business  in 
1994  provided  capital  to  build  product 
inventories  and  enhance  marketing  efforts. 

• Vanstar  has  moved  the  company  from  a 
branch  orientation  to  a more  centrahzed, 
systems-based  business. 


Revenue  Analysis  by  Product/ Service 

Vanstar’s  four  primary  sources  of  revenue  are 
products,  networking,  support  seiwices  and 
other  services. 

• Product  revenue  is  primarily  derived  from 
the  sale  of  computer  hardware,  software, 
peripherals  and  communications  devices 
manufactured  by  third  parties  and  resold  by 
Vanstar,  principally  to  implement 
integration  projects. 

• Networking  revenue  is  primarily  derived 
from  value-added  services,  including  services 
focused  on  the  server  and  communication 
segments  of  the  PC  network  infrastructure. 
These  services  include  network  installation, 
design  and  consulting,  and  enhancement 
and  migration,  as  well  as  server  deployment 
and  support. 

• Support  services  revenue  is  primarily 
derived  from  services  performed  for  the 
desktop  and  focused  on  the  client  or  user  of 
the  PC  network.  These  services  include 
desktop  installation,  repair  and 
maintenance,  moves,  adds  and  changes. 
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extended  warranty,  asset  management  and 
help  desk. 

• Other  services  revenue  is  primarily  derived 
from  fees  earned  on  a distribution  services 


agreement  with  Merisel  and  from  training 
and  education  services. 

A three-year  summary  of  source  of  revenue 
follows: 


Vanstar  Corporation 
Three-Year  Source  of  Revenue  Summary 
($  Millions) 


Six  Months  Ending 
10/31/95 

Six  Months  Ending 
10/31/94 

Fiscal  Year  Ending 
4/30/95 

Product/Service 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Products 

$763.1 

87% 

$541.4 

85% 

$1,187.4 

86% 

Services 

- Networking 

24.4 

3% 

13.8 

2% 

31.8 

2% 

- Support  services 

67.5 

8% 

64.9 

10% 

131.2 

9% 

- Other 

17.3 

2% 

18.2 

3% 

35.0 

3% 

Total 

$872.3 

100% 

$638.3 

100% 

$1,385.4 

100% 

Results  for  the  six  months  ending  October  31, 

1995  were  attributed  to  the  following; 

• Product  revenue  increased  41%  over  the 
prior  year’s  same  period.  Gross  margins 
increased  34%  to  $70.8  million. 

• Networking  services  revenue  increased  77%, 
reflecting  the  increased  customer  demand 
for  Vanstar’s  value-added  PC  network 
service  offerings.  Gross  margins  increased 
82%  to  $11.2  million  due  to  increased  bilhng 
rates  and  improved  use  of  systems 
engineers. 

• Support  services  revenue  increased  4%  over 
the  same  period  a year  ago.  Gross  margins 
decreased  10%  to  $24.5  million  as  a result  of 
hiring  additional  field  engineers  to  support 
new  contracts. 


• Other  services  revenue  dechned  5%  due  to  a 
reduced  demand  for  training  services.  Gross 
margins  decreased  shghtly  to  $14.7  million. 

Market  Financials 

Vanstar’s  revenue  is  derived  primarily  from 
Fortune  1000  companies  in  a range  of 
industries,  including  manufacturing,  hanking 
and  finance,  insurance,  telecommunications, 
software,  and  utihties. 

During  the  12  months  ending  October  31, 

1995,  Vanstar  derived  approximately  50%  of 
its  revenue  from  its  50  largest  customers. 

During  the  fiscal  year  ending  April  30,  1995, 
only  Microsoft  Corporation  accounted  for  more 
than  10%  of  Vanstar’s  total  revenue, 
accounting  for  approximately  $150  million  of 
total  revenue. 
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Geographic  Markets 

For  fiscal  1995,  the  majority  ofVanstar’s 
revenue  was  derived  from  the  U.S. 

In  January  1996,  Vanstar  announced  the  first 
phase  of  a global  customer  support  program — 
Global  Enterprise  Services.  The  program 
combines  new  international  business  alliances 
with  Groupe  Bull  and  Ingram  Micro,  together 
with  an  expansion  ofVanstar’s  international 
consulting  and  project  management 
organization,  to  provide  a single-source 
solution  to  U.S. -based  multinational 
corporations. 

• Under  a new  alfiance,  Vanstar  will  work 
with  Groupe  Bull  for  installation, 
maintenance,  moves,  adds  and  changes, 
asset  tracking,  networking  and  support 
services  outside  the  U.S. 

• Ingram  Micro  will  provide,  initially  in 
Europe,  a variety  of  warehousing  delivery 
and  local  country  customer  service  functions. 
Ingram  Micro  warehouses  will  also  provide 
local  country  configuration  and  fulfillment 
direct  to  the  user  on  behalf  of  Vanstar. 

• Vanstar  is  finking  its  proprietary  automated 
systems  with  the  service  and  order 
management  systems  of  Groupe  Bull  and 
Ingram  Micro. 

• Vanstar  is  expanding  its  international 
project  management  and  consulting 
organization,  has  opened  new  international 
subsidiaries  in  Luxembourg  and  Hong  Kong, 
and  opened  new  offices  in  Belgium  and 
London.  The  company  plans  to  expand  into 
other  European  locations  later  in  1996. 

• Vanstar  will  initially  concentrate  on 
delivering  Global  Enterprise  Services  to 
existing  large  customers  that  require  a 
single-source  international  solution. 


Divestitures 

In  April  1994,  Vanstar  sold  several  of  its 
international  subsidiaries,  which  operated 
franchise  businesses  primarily  in  Europe, 
resulting  in  a net  gain  of  approximately  $12.6 
million. 

Effective  January  31,  1994  the  company  sold 
its  U.S.  franchise  operations  as  well  as  the 
ComputerLand  brand  name  within  the  U.S.  to 
Merisel,  Inc.  for  $80.2  milfion  in  cash  plus 
additional  contingent  payments. 

• Vanstar  recorded  a gain  on  the  sale  of  $32.5 
million. 

• The  sale  provided  additional  capital  that 
Vanstar  used  to  build  product  inventories 
and  enhance  its  marketing  efforts  to  capture 
a greater  portion  of  the  business  of  its 
largest  customers. 

• Concurrent  with  the  sale,  Vanstar  and 
Merisel  formed  a distribution  services 
agreement  whereby  Vanstar  continued  to 
supply  products  and  provide  certain  logistics 
and  other  support  services  to  Merisel. 
Vanstar  receives  a monthly  distribution  fee 
for  these  services.  In  January  1996,  the 
companies  extended  this  agreement  through 
April  30,  1997  for  a contingent  consideration 
fee  of  $14.6  million. 

In  June  1993,  Vanstar  sold  its  New  Zealand 
subsidiary  for  approximately  $2.2  million, 
recognizing  a gain  of  $0.3  million. 

Employees 

As  of  October  31,  1995,  Vanstar  had 
approximately  3,500  employees,  of  which 
2,200  were  technical  employees.  These 
employees  include  540  field  sales  and  service 
representatives  and  600  systems  engineers. 
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Key  Products  and  Services 

Vanstar  combines  value-added  services  with 
sourcing  and  distributing  products  from  a 
variety  of  vendors  to  provide  network 
integration  solutions. 

• These  integrated  life  cycle  management 
solutions  are  designed  to  support  the  PC 
network  infrastructure  throughout  its  hfe 
cycle. 

• Life  cycle  management  services  include 
network  design  and  consulting,  acquisition 
and  deployment,  operation  and  support,  and 
enhancement  and  migration. 

• Vanstar  offers  each  of  its  services  as  a 
discrete  service  or  as  part  of  an  integrated 
hfe  cycle  management  program.  These 
solutions  often  involve  “managed”  or 
“outsourcing”  services. 

Design  and  Consulting  Services 

Vanstar  offers  network  design  and  consulting 
services  that  address  the  PC  network  hfe 
cycle. 

For  network  design,  the  company  uses  a 
proprietary  five-step  methodology  to  assist 
customers  in  selecting,  designing,  planning 
and  executing  a network  project — discovery, 
current  state  definition,  requirements 
definition,  solution  design,  and 
implementation  planning. 

Vanstar  employs  national  consulting  teams, 
such  as  the  Enterprise  Communications 
Consulting  Group,  with  expertise  in  cabling 
systems  design,  hubbing  architecture, 
bridging/routing/switching  systems,  wide-area 
transport  and  network  management;  and 
Enterprise  Solutions  Consulting  for  Microsoft 
BackOffice  support.  Other  teams  have 
expertise  in  process  mapping  and 
reengineering  for  outsourcing  the  PC  hfe  cycle. 


asset  management  and  disaster  recovery 
planning. 

Deployment  Services 

These  services  include  product  procurement, 
configuration,  distribution,  installation, 
cabling  and  connectivity. 

Vanstar  sources  PCs,  network  products, 
computer  peripherals  and  software  to  equip 
the  network  environment. 

• Vanstar  provides  products  from  more  than 
700  vendors,  including  Compaq,  IBM, 
Hewlett-Packard,  Apple,  Sun  Microsystems, 
Microsoft,  Novell,  3COM  and  Bay  Networks. 

• The  company  is  authorized  to  sell  a range  of 
network  products,  including  servers,  desktop 
and  mobile  systems,  bridges,  routers,  hubs 
and  concentrators,  operating  systems, 
applications,  groupware  and  electronic  mail 
products. 

• Vanstar  provides  a single  point  of  contact  for 
customers  to  place  and  track  all  product 
orders. 

• Vanstar  customer  support  groups  in 
Indianapolis  (IN)  and  Pleasanton  (CA) 
provide  order  management  services,  from 
quotation  to  order  processing,  order  tracking 
and  fulfillment. 

• Vanstar  has  centralized  its  configuration 
and  distribution  facilities  in  two  automated 
distribution  centers  in  Indianapolis  (IN)  and 
Livermore  (CA).  These  facihties  handle 
product  receiving,  warehousing,  central 
configuration,  testing,  order  handling  and 
shipping. 

Operation  and  Support  Services 

Vanstar’s  network  operation  and  support 
services  include  moves,  adds  and  changes. 
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repair  and  maintenance,  help  desk,  network 
monitoring,  and  asset  management. 

• Vanstar  installs  additional  hardware  and 
software  to  increase  the  capacity  of  or 
otherwise  upgrade  existing  products  and 
systems. 

• Repair  and  maintenance  services  include 
extended  warranty  services,  depot  repair, 
and  preventive  maintenance.  On  all 
products  for  which  Vanstar  is  authorized  to 
provide  warranty  coverage,  it  offers  its 
customers  extended  warranty  service  on 
standard  manufacturer  configurations  and 
optional  components,  up  to  24  hours  per  day, 
365  days  per  year,  anywhere  in  the  U.S. 
within  100  miles  of  any  of  Vanstar’s 
approximately  90  locations. 

• Help  desk  support  is  provided  through 
Vanstar  s National  Technical  Center  in 
Roswell  (GA).  Support  is  available  up  to  24 
hours  per  day,  7 days  per  week.  Help  desk 
support  is  available  for  aU  major  software 
applications  and  operating  systems, 
including  network  software.  Help  desk 
support  can  also  troubleshoot  problems  for 
all  major  hardware  products. 

• Vanstar’s  asset  management  system 
captures  and  maintains  detailed  information 
regarding  a customer’s  installed  base  of  PC 
hardware  and  software  assets  and  generates 
reports  and  schedules. 

Enhancement  and  Migration  Services 

Vanstar  provides  customization  and  migration 
services  to  assist  customers  in  reducing  the 
cost  and  disruption  of  changing  technology 
platforms. 

Vanstar  s proprietary  tools  and  methods  can 
be  used  to  migrate  to  new  hardware  and 
software  platforms.  Developed  under 
Horizon — ^Vanstar’s  proprietary  development 


methodology — and  managed  using  Lotus 
Notes,  these  toolkits  detail  the  full  fife  cycle 
processes  and  procedures  for  planning  and 
implementing  a migration  project. 

Training  and  education  services  include  a 
nationwide  network  of  classrooms  and 
instructor-led  or  computer-based,  self-paced 
courses  at  introductory  and  more  advanced 
levels. 

• Topics  covered  include  operating  systems, 
networking  electronic  mail  and  personal 
productivity  software. 

• Vanstar  is  a Lotus  Authorized  Education 
Center  and  provides  Lotus  Notes 
certification  classes  for  apphcation 
developers,  systems  administrators, 
consultants  and  specialists. 

Automated  Systems,  Process  Methodologies 
and  Technical  Personnel 

Vanstar  has  several  automated  systems  to 
reduce  migration  costs,  enhance  service 
quahty  and  improve  reporting.  Vanstar  uses  a 
number  of  electronic  finks,  including  EDI,  to 
connect  customers’  systems.  Automated 
systems  include  the  following: 

• Vanstar  Navigator,  a customer  interface  and 
order  management  system  that  provides 
information  about  Vanstar’s  products 

• Cockpit,  an  order  management  system  used 
by  Vanstar  customer  representatives  to 
generate  quotes  and  enter  and  track  product 
orders 

• DCMS  and  FLEX  manage  the  flow  of  orders 
through  the  distribution  process  and  provide 
on-line  information  for  configuring  systems. 
They  are  used  to  operate  Vanstar’s 
automated  distribution  and  configuration 
centers. 
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• Tracker  tracks  each  package  from  the 
warehouse  to  the  customer  site. 

• NOVA  is  a proprietary  system  that  manages 
Vanstars  systems  engineering,  help  desk, 
dispatch,  repair,  installation, 
moves/add/changes  and  asset  management 
services.  NOVA  is  scheduled  for 
implementation  during  1996. 

Horizon,  Vanstars  proprietary  development 
process,  includes  a series  of  toolkits  to  provide 
standards  and  solutions  for  common  network 
problems  and  tools  for  solving  unique 
problems.  Lotus  Notes  is  used  by  Vanstar  for 
electronic  delivery  of  systematized  procedures 
and  processes. 

Vanstar  employs  more  than  2,200  technical 
professionals  in  the  U.S.,  including  more  than 
600  systems  engineers.  Vanstar  is  also 
developing  speciahzed  groups  of  technical 


professionals  in  the  areas  of  operations, 
methods  and  practices,  process  management, 
and  consulting. 

• The  engineering  staff  is  certified  in  the 
major  network  operating  systems  and  has 
expertise  with  LAN  and  WAN  networking 
products  and  protocols. 

• Vanstar  supports  major  network  operating 
systems,  including  Microsoft  Windows  NT 
and  BackOffice,  Novell  NetWare,  IBM  LAN 
Server,  and  AppleShare. 

Clients 

Vanstar  has  a range  of  customers  in  various 
industries. 

Customers  that  purchased  products  and 
services  in  excess  of  $1  million  during  the  12 
months  ending  October  31,  1995  are  fisted 
below. 


Exhibit 

Vanstar  Partial  Customer  List 


Customer  Name/Industry 


Customer  Name/Industry 


Aluminum  Company  of  America/Manufacturing 

American  Greetings  Corporation/Manufacturing 

Autodesk,  Inc./Software 

Avid  Technologies,  Inc./Software 

BellSouth  Corporation/Telecommunications 

Charles  Schwab  and  Company/Financial  Services 

Cigna  Corporation/Insurance 

Duke  Power  Company/Utility 

Federal  Express  Corporation/Transportation 

Florida  Power  & Light  Company/Utility 

Ford  Motor  Company/Manufacturing 

Hoechst  Celanese  Corporation/Chemicals 

Floffman-La  Roche/Pharmaceuticals 

IBM  ISSC/Computer  Services 

IBM/Computers 

Lehman  Brothers  Inc./Financial  Services 
Liberty  Mutual  Insurance  Group/Insurance 


Lotus  Development  Corporation/Software 
MCI  Communications/T elecommunications 
Microsoft  Corporation/Software 
Mobil  Oil  Corporation/Oil  and  Gas 
Motorola,  Inc./Fligh  Technology 
Owens-Corning  Fiberglas/Manufacturing 
Phoenix  Newspapers,  Inc./Publishing 
Praxair  Inc./Manufacturing 
Sedgwick  James,  Inc./Insurance 
Signet  Banking  Corp./Financial  Services 
Sony  Music  Entertainment,  Inc./Entertainment 
State  of  New  Jersey/Government 
Sybase,  Inc./Software 
The  Equitable  Companies,  Inc./Insurance 
Union  Carbide  Corporation/Chemicals 
United  Technologies/Aerospace;  Manufacturing 
UNUM  Corporation/Insurance 
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In  January  1996,  Vanstar  was  awarded  a 
three-year  contract  worth  approximately  $550 
million  to  manage  Microsoft’s  PC 
procurements,  including  delivery,  setup  and 
installation  of  both  PCs  and  peripherals. 

• The  contract  applies  to  approximately 
12,500  desktops  at  Microsoft’s  domestic 
sites. 

• The  agreement  calls  for  a shared-risk  pricing 
model  whereby  Vanstar  can  benefit  from 
reducing  Microsoft’s  overall  costs. 

Marketing  and  Sales 

Vanstar  markets  its  products  and  services  by 
targeting  executives  of  large  enterprises  who 
have  information  technology  decision-making 
authority. 

As  of  October  31,  1995,  Vanstar’s  domestic 
sales  network  included  more  than  540  field 
sales  and  service  representatives.  Vanstar’s 
direct  sales  force  includes  account  managers 
and  technical  sales  personnel. 

• Account  managers  are  responsible  for 
prospecting  new  business,  maintaining  and 
expanding  relationships  with  current 
customers,  and  ensuring  customer 
satisfaction. 

• Technical  sales  personnel  provide  the 
technical  expertise  to  support  and 
supplement  the  sales  effort. 

Alliances 

In  March  1996,  Vanstar  announced  it  would 
resell  and  support  products  from  Checkpoint 
Software  Technologies,  including  FireWall-1 
for  Windows  NT,  a network  security  software 
product.  With  FireWall-1,  Vanstar  can  design 
and  install  a corporate  Intranet  that  is 
customized  to  meet  any  company’s  security 
requirements. 


In  January  1996,  Vanstar  entered  into 
international  alHances  with  Groupe  Bull  and 
Ingram  Micro  in  support  of  Vanstar’s  Global 
Enterprise  Services. 

In  May  1995,  Vanstar  entered  into  an 
agreement  with  Microsoft  whereby  Vanstar 
would  hire  a substantial  number  of  systems 
engineers  to  support  Microsoft’s  BackOffice 
and  Windows  NT  suite  of  networking 
products. 

Vanstar  is  an  International  Business  Partner 
to  IBM  and  has  similar  relationships  with 
Hewlett-Packard  and  IBM. 

Vanstar  has  many  subcontracts  with  prime 
federal  government  contractors. 

Competition 

Major  competitors  include  computer 
manufacturers  and  outsourcers  entering  the 
personal  computer  services  marketplace, 
including  Digital  Equipment  Corporation 
(Multivendor  Services),  EDS,  Hewlett-Packard 
(Multivendor  Services)  and  IBM  ISSC. 

Other  competitors  include  VARs,  systems 
integrators  and  third-party  service  companies, 
including  AmeriData  Technologies,  Inc., 
CompuCom  Systems,  Inc.,  DecisionOne,  Entex 
Information  Services,  InaCom  Corp., 

MicroAge,  Inc.  and  Technology  Service 
Solutions. 

INPUT  Assessment 

Vanstar’s  strengths  include  the  following: 

• Providing  a full  continuum  of  managed 
services  (outsourcing)  and  life  cycle 
management  solutions 

• The  company  is  in  a high-growth  market — 
desktop  services — and  is  one  of  the  leading 
providers  of  multivendor  PC  support 
services. 
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• The  company  has  a number  of  Fortune  1000 
companies  among  its  clients,  reflecting  its 
abihty  to  provide  support  on  a nationwide 
basis. 

• The  company  is  certified  and  warranty 
authorized  by  many  of  the  leading  PC 
hardware  and  software  vendors. 


Challenges  include  the  following: 

• Successfully  maintaining  a cost-effective, 
centralized  operating  structuring  while 
continuing  to  provide  quahty  support  to  its 
customers 

• Expanding  its  service  offerings  outside  the 
U.S.  to  support  multinational  customers 
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Vanstar  Corporation 


Chairman,  President 
& CEO:  William  Y.  Tauscher 

5964  West  Las  Positas  Boulevard 
Pleasanton,  CA  94566 
Phone:  (510)734-4000 

Fax:  (510)734-4802 


Status;  Private 

Employees:  3,200 

Revenue:  $ 1,100,000,000* * 

Information  Services  Revenue:  $220,000,000 

Fiscal  Year  End:  9/30/93 

* Pro  forma  results 


Key  Points 

• Vanstar  Corporation  purports  to  be  the 
world's  largest  integrator  of  multivendor 
PC  services  and  technologies  to  users. 
The  newly  named  company  has 
expanded  its  focus  from  its  traditional 
PC  reseUing  and  service  to  a full  range 
of  outsourcing  services,  including 
procurement,  management, 
maintenance,  networking,  network 
integration  and  training. 


• Formerly  ComputerLand  Corporation, 
the  company  was  renamed  Vanstar  in 
March  1994  following  the  sale  of 
ComputerLand's  U.S.  franchised  retail 
outlets  to  Merisel.  Although  these 
franchises  will  retain  the  ComputerLand 
name,  Vanstar  retains  the  rights  to  the 
ComputerLand  name  abroad. 

• Vanstar  has  transformed  its  100  or  so 
remaining  company-owned 
ComputerLand  locations  into  "branch 
offices",  offering  the  full  range  of 
Vanstar  outsourcing  services. 

• Since  the  restructuring,  Vanstar  has 
landed  $200  million  in  outsourcing 
contracts  with  IVIicrosoft  and  IBM  ISSC 
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that  effectively  double  the  size  of  the 
company's  existing  services  business. 

Company  Description 

Vanstar  is  a worldwide  provider  of 
desktop  service  and  support  to  corporate 
computing  clients.  Services  include 
product  procurement,  asset  management, 
field  service  and  maintenance,  networking 
and  network  integration,  national  help 
desk  operations,  as  well  as  user  training 
and  technical  certification. 

Vanstar  is  the  largest  single  company- 
owned  seller  and  servicer  to  users  of  PCs 
in  the  U.S.,  providing  Apple,  IBM  and 
Compaq  products.  Other  major  vendor 
fines  carried  include  Sun,  Hewlett- 
Packard,  Epson,  NEC,  Toshiba,  Okidata, 
Microsoft,  Intel,  Lotus,  Novell  and 
SynOptics. 

As  a result  of  the  sale  of  its  franchise 
operations  earlier  this  year,  Vanstar  has 
changed  its  fiscal  year  end  from 
September  30  to  April  30. 

Operations  and  Structure 

Vanstar  operates  in  51  countries,  with  300 
branch  offices  worldwide.  The  company 
has  a major  presence  in  Eastern  and 
Western  Europe,  North  America,  South 
America  and  Asia. 

Vanstar  Corporate  Division  manages  108 
U.S.  company-owned  branch  offices  in  all 
the  major  markets,  serving  more  than  400 
large  corporate  accounts. 

Company  Strategy 

Vanstar's  main  thrust  is  to  win  major 
contracts  to  manage  the  procurement, 
management  and  support  of  PC 
equipment  for  major  corporations — a more 


profitable  business  than  computer 
reselling. 

The  company's  strategy  includes 
maintaining  a presence  in  all  major 
markets,  providing  integrated  solutions 
customized  to  client  needs  and  providing 
low-cost  systems. 

Financials 

Prior  to  the  divestiture,  ComputerLand 
had  revenue  of  $2.2  billion  for  fiscal  1993. 

Vanstar's  pro  forma  sales  for  fiscal  1993 
(excluding  the  results  of  the  Franchise 
and  Distribution  Division,  which  was  sold 
to  Merisel)  were  $1.1  bfifion,  compared. to 
fiscal  1992  pro  forma  revenue  of  $893 
bfifion. 

The  company's  current  revenue  run-rate  is 
$100  million  per  month,  or  $1.2  bfifion  per 
year. 

Market  Financials 

Vanstar's  operations  cover  all  commercial 
industry  markets  as  a customer  base. 

The  acquisition  of  TRW's  Customer 
Service  Division  in  1992  expanded 
Vanstar's  client  base  to  include  federal 
government  markets.  TRW  held  the 
contracts  for  installation,  configuration 
and  maintenance  of  the  Army's  Personnel 
Electronic  Record  Management  System 
and  the  maintenance  for  the  Justice 
Department's  Project  Eagle  installations. 

Revenue  Analysis  by  Product /Service 

Vanstar's  $1.1  billion  in  pro  forma  fiscal 
1993  revenue  was  derived  approximately 
as  follows: 
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Hardware/software  resales 80% 

'w  Hardware/software  service 
and  support;  network 
integration;  systems 

consulting;  training 20% 

100% 


Geographic  Markets 

INPUT  estimates  more  than  90%  of 
Vanstar's  pro  forma  fiscal  1993  revenue 
was  derived  from  the  U.S.  with  the 
remainder  from  international  franchise 
and  hcensee  operations. 

Acquisitions  and  Divestitures 

In  April  1994,  Vanstar  acquired  the 
computer  training  and  support  business  of 
Ziff  Technology. 


The  acquisition  makes  the  Vanstar 
Learning  Network  the  largest  personal 
computer  training  organization  for  users 
in  the  U.S.,  with  90  classrooms  in  major 
markets  and  annual  revenues  of  $17 
million. 


• Vanstar  will  combine  ZilTs  user  training, 
on-site  help  desk,  documentation  and 
consulting  service  functions  with  its  own 
existing  service  offerings,  adding  Ziff 
classrooms  and  facilities  in 
Massachusetts,  New  Jersey,  New  York 
and  Pennsylvania. 


ComputerLand,  operating  200  franchises 
and  licensees  and  a company-owned 
networking  services  group  in 
Luxembourg. 

• Vanstar  has  retained  some  100 
company-owned  outlets  in  the  U.S.  that 
support  its  PC  outsourcing  operations, 
including  PC  procurement  and 
management,  systems  integration  and 
networking,  training,  support  and  help 
desk  services  along  with  PC  reseUing. 

In  July  1992,  ComputerLand  acquired  the 
Customer  Service  Division  of  TRW,  Inc. 
for  an  undisclosed  cash  amount.  The 
acquisition  added  $110  million  in  service 
revenues  and  some  13,000  service 
customers,  including  multimillion-dollar 
contracts  with  major  corporations  and 
federal  accounts. 

In  June  1991,  ComputerLand  acquired 
NYNEX  Business  Centers  for  5.5  million 
shares  of  preferred  stock  and  cash.  This 
added  more  than  $100  million  in  net 
assets,  $40  million  in  incremental  monthly 
revenues,  nearly  50  major  corporate 
accounts,  77  locations  in  30  states,  a 
centralized  configuration  operation  in 
Atlanta,  central  dispatch  and  national 
help  desk  services,  as  well  as  more  than 
1,000  skilled  filed  personnel. 


Effective  January  31,  1994  ComputerLand 
sold  its  franchise  operations— the 
Franchise  and  Distxibution  Division — as 
well  as  the  ComputerLand  brand  name  to 
Merisel,  Inc.  for  approximately  $110 
mOlion. 


In  July  1989,  ComputerLand  acquired 
Infomax,  Inc.  of  Concord  (CA).  Infomax, 
one  of  the  San  Francisco  Bay  Area's 
largest  computer  resellers  and  a former 
ComputerLand  franchise,  had  annual 
revenue  of  about  $150  million. 


• The  franchises  retain  the  ComputerLand 
name  in  the  U.S.  Internationally, 
Vanstar  will  continue  to  be  known  as 


Employees 

Vanstar  has  approximately  3,200 
corporate  employees,  virtually  all  of  which 
are  located  in  the  U.S. 
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Key  Products  and  Services 

Vanstar  offers  hardware/software 
reselling,  hardware/software  support, 
network  integration,  systems  consulting 
and  training  as  follows: 

Product  Procurement: 

Vanstar  acts  as  a single-source  contact  for 
all  desktop  computing  product  needs  and 
will  provide  customized  hardware  and 
software  installation,  including 
networking,  before  the  product  is  shipped. 

Direct  shipments  to  users  are  provided  by 
Federal  Express. 

Asset  management  services  include 
capture  and  tracking  of  all  PC  hardware 
and  software  corporate  inventory  and 
software  version  control. 

Vanstar  also  offers  the  Purchase  Order 
Entry  & Tracking  (POET)  system,  a direct 
order-entry  and  status  management 
system  for  its  customers. 


• Vanstar  services  some  25,000  customers 
and  handles  more  than  70,000  service 
dispatch  calls  monthly. 

• The  company  operates  a national  help 
desk  with  a full-time  staff  of  100 
supporting  more  than  1,500  hardware 
and  130  software  products  as  well  as 
dispatch  for  on-site  service. 

• The  centralized  service  dispatching 
supports  multilocation  accounts  and 
multinational  account  service  is 
provided  through  international 
operations. 

• Services  are  available  24  hours,  7 days  a 
week  to  virtually  every  zip  code  in  the 
U.S. 

Hardware  repair  services  are  packaged  in 
a variety  of  offerings  to  meet  the  needs  of 
each  customer  organization,  ranging  from 
time-and-materials  contracts  to 
comprehensive,  on-site  programs 
including  parts  and  labor. 


Hardware/ Software  Support: 


Network  Integration: 


Vanstar  operates  an  extensive 
multivendor  PC  service  organization. 

• Services  are  available  in  more  than  350 
U.S.  cities  and  150  international 
locations  and  are  supported  by  more 
than  1,250  service  professionals. 

• Vanstar  is  certified  and  warranty 
authorized  by  IBM,  Compaq,  Apple, 
Hewlett-Packard,  Microsoft  and  leading 
network  vendors.  The  company  carries  a 
parts  inventory  of  $45  million. 


Vanstar  considers  itself  one  of  the  world's 
largest  multivendor  network  integrators, 
with  more  than  14,000  LAN  servers  and 
nearly  100,000  network  nodes  installed  in 
1993. 

The  company  offers  network  design  tools 
to  facilitate  network  layout,  installation, 
maintenance,  support  and  project 
management. 

Vanstar's  networking  capabilities  support 
wide-area  networks,  remote  LAN 
management,  LAN  interconnection 
through  bridging  and  routing,  LAN 


Page  4 of  6 


© INPUT  1994.  Reproduction  prohibited. 


Vanstar  Corporation 
May  1994 


C diagnostics  and  monitoring  and 
multivendor  integration. 

Vanstar  supports  all  standard  networking 
operating  systems  and  technologies, 
including  Novell,  Microsoft,  Banyan, 

UNIX  and  SynOptics. 

Systems  Consulting: 

Vanstar  offers  nationwide  systems 
consulting,  with  more  than  220  systems 
engineers,  of  which  90%  are  manufacturer 
certified  and  more  than  50%  are  NetWare 
certified. 

Training: 

The  Vanstar  Learning  Network 
encompasses  41  education  centers  and  92 
classrooms  nationwide. 

C*  Included  are  more  than  300  courseware 
offerings,  focusing  on  technical 
certification  and  apphcations  training, 
including  Novell  NetWare,  Lotus  Notes 
and  Microsoft  Excel. 

• The  company  uses  multiple  training 
methodologies,  including  instructor-led 
training,  computer-assisted  instruction, 
high-end  seminars  and  self-study 
programs  (computer-based,  hnear  video 
and  interactive  video). 

Vanstar  has  partnerships  with  various 
training  service  providers  for  fuU  regional 
coverage.  The  company  has  training 
partnerships  with  Information  Mapping 
and  High  Tech  Resources  and  six  other 
training  service  providers  who  supplement 
Vanstar's  trainer  workforce. 


Pricing  Structure 

Pricing  is  based  on  Vanstar's  cost  as 
determined  by  the  customer's  definition  of 
their  requirements,  to  which  Vanstar  adds 
amounts  for  fixed  overhead  and  profit 
margin. 

• Pricing  can  be  quoted  per  system,  per 
incident,  per  user,  per  seat/month, 
according  to  customer  need. 

• For  instance,  a customer  requiring  front- 
line help  desk  call  screening, 
applications  support,  hardware 
maintenance  (including  moves,  adds  and 
changes)  and  technology  refresh  for  their 
installed  base,  might  pay 

$ 150/month/user.  This  price  would  be 
fine-tuned  according  to  specific 
requirements. 

Contracts 

Vanstar  has  a one-year  agreement  with 
Microsoft  to  handle  Microsoft's  PC 
procurement  and  management,  including 
purchases  from  Dell  Computer  and 
Gateway  2000. 

Vanstar  has  a one-year  contract  with  IBM 
ISSC  to  manage  certain  areas  of  IBM 
ISSC's  PC  business,  including 
procurement,  upgrades  and  maintenance. 

Clients 

Vanstar's  major  accounts  include  AETNA, 
American  Express,  Arthur  Andersen, 
Banker's  Trust,  Bechtel,  Boeing,  Charles 
Schwab,  CIGNA,  Clorox,  DuPont,  Ernst  & 
Young,  Ford,  General  Electric,  IBM  ISSC, 
Merisel,  Microsoft,  Motorola,  Liberty 
Mutual,  Mazda,  Nabisco,  Procter  & 
Gamble  and  Sony  Electronics. 
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Sales  and  Marketing 

All  of  Vanstar's  U.S.  sales  are  through 
direct  sales. 

In  May  1994,  Vanstar  announced  that  it 
will  combine  its  services  sales  function 
with  its  mainstream  sales  force,  reflecting 
trends  in  the  way  Vanstar's  corporate 
customer  base  purchases  IT  support 
services. 

• The  services  sales  force  of  three  dozen, 
organized  under  four  regional 
executives,  wiU  join  Vanstar's  350-strong 
sales  force  under  Vice  President  of  Sales, 
Dick  Anderson. 

• The  combined  sales  force  offers  one-stop 
shopping  to  Vanstar  customers. 

Internationally,  sales  are  through  200 
licensees  and  franchises  doing  business  as 
ComputerLand  in  50  countries  worldwide. 

Alliances 

Vanstar  has  many  subcontracts  with 
prime  federal  government  contractors. 

Vanstar  resells  various  training  products 
from  ComputerPrep,  IVIicro Video  and  KEE 
to  its  training  clients. 

Competitors 

Vanstar's  major  competitors  for  its 
products  include  JWP,  Inc.,  InaCom  and 
CompuCom  Systems. 

For  services,  competitors  include  Bell 
Atlantic,  GE  and  DEC. 

INPUT  Assessment 

Vanstar's  strengths  include  the  following: 

• The  company  is  in  a high-growth  market 
— desktop  services — and  is  already  one 


of  the  leading  providers  of  multivendor 
PC  support  services. 

• Vanstar's  customer  lists  includes  a 
number  of  Fortune  500  companies, 
reflecting  its  ability  to  provide  support 
on  a nationwide  basis. 

• The  company  is  certified  and  warranty 
authorized  by  many  of  the  leading  PC 
hardware  and  software  vendors. 

Vanstar's  main  challenge  will  be  to 
sustain  profitability  in  spite  of  the  costs 
required  to  maintain  a multivendor 
support  organization.  The  company's 
pricing  structure  should  be  flexible 
enough  to  price  service,  based  on  the 
complexity  of  the  solution  provided. 
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VeriSign,  Inc. 


Chairman:  Jim  Bidzos 

President  & CEO:  Stratton  D.  Sclavos 
2593  Coast  Avenue 
Mountain  View,  CA  94043 
Phone:  (415)961-7500 

Fax:  (415)961-7300 

Internet:  Http://www.verisign.com 


Status:  Private 

Employees:  48 

Fiscal  Year  End:  12/31/95 


Key  Points 

• VeriSign,  formed  in  1995,  is  the  first 
company  established  specifically  to  provide 
Digital  IDs  (also  known  as  digital 
certificates)  and  related  technology. 

• Public-key  cryptography  is  an  enabling 
technology  for  unbreakable  security  within 
the  Internet  and  World  Wide  Web  (WWW), 
electronic  commerce,  client/server 
computing,  and  wireless  communications. 

• VeriSign’s  Digital  IDs  play  a key  role  in 
ensuring  the  essential  privacy  and 


authentication  capabihties  provided  by 
public-key  cryptography.  A Digital  ID  binds 
a person’s  or  company’s  identity  to  a digital 
key  that  can  be  used  to  conduct  secure 
communications  or  transactions.  This 
binding  is  accomplished  through  a strict 
assurance  process  conducted  by  a trusted 
third  party  that  also  electronically  signs  the 
Digital  ID  so  that  parties  accepting  it  in  a 
transaction  have  confidence  of  its  origin. 

The  Digital  ID  can  then  be  attached  to 
electronic  transactions  and  communications 
as  the  critical  authentication  component. 
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Company  Description 

VeriSign  provides  Digital  ID  products  and 
services  for  both  public  and  private  networks 
that  use  public-key  cryptography  to  provide 
security,  privacy  and  authentication  for  the 
electronic  commerce  marketplace. 

VeriSign  is  a spin-off  of  RSA  Data  Security,  a 
leading  provider  of  cryptography  solutions. 

• In  1989,  RSA  was  contracted  by  GE 
Information  Services,  Chemical  Bank  and 
GinnyMae  to  provide  certification  services 
for  users  in  an  application  that  electronically 
moves  mortgage  pools.  This  was  the 
beginning  of  a Digital  ID-related  business 
that  became  RSA’s  Certificate  Services 
organization  in  1992. 

• In  June  1995,  RSA  spun  off  its  Certificate 
Services  organization  to  form  VeriSign,  a 
separate  company  funded  by  a group  of 
investors  that  include  RSA,  Ameritech, 
Bessemer  Venture  Partners,  Fischer 
International,  Mitsubishi,  Security 
Dynamics  and  Visa  International. 

• VeriSign  is  now  working  with  its  investors 
and  partners  to  open  the  digital  marketplace 
to  all  markets. 

Organization  and  Structure 

Jim  Bidzos,  president  and  founder  of  RSA 
Data  Security,  is  VeriSign’s  chairman  of  the 
board.  VeriSign’s  key  officers  are  hsted  below: 


VeriSign  Key  Officers 


Name 

Title 

Jim  Bidzos 

Chairman 

Stratton  D.  Sclavos 

President  & CEO 

Michael  S.  Baum 

VP  Practices  and  External 

Affairs 

George  J.  Ziemba 

VP  Sales  and  Business 

Development 

VeriSign  has  offices  in  Mountain  View  (CA) 
and  Tokyo  (Japan). 

Company  Strategy 

VeriSign’s  goal  is  to  provide  consumers, 
merchants  and  corporations  with  the 
confidence  necessary  to  conduct  electronic 
commerce  worldwide. 

Elements  of  the  company’s  strategy  include: 

• One  hundred  percent  focus  on  digital 
authentication  products  and  services 

• Working  with  partners  to  enable 
applications  with  digital  signature 
capabihties 

Financials 

It  is  anticipated  that  revenue  during  1996  (the 
company’s  first  full  year  of  operations)  will 
exceed  $3  million 

Industry  Markets 

Any  product  or  service  that  can  benefit  from 
privacy  and/or  authentication  of  messages, 
content,  users,  or  providers  is  a potential 
market  for  Digital  IDs,  including: 

• Internet,  WWW  and  on-line  services 

• Electronic  commerce,  including  EDI 

• E-mail  and  groupware/collaborative 
computing 

• Client/server  application  development 

Geographic  Markets 

VeriSign’s  products  and  services  are  available 
in  the  U.S.  and  many  international  markets. 

Employees 

VeriSign  currently  has  48  employees. 
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Key  Products  and  Services 

VeriSign’s  services  and  products  are  divided 
into  three  hnes  of  business — ^Pubhc  Certificate 
Services  (also  known  as  Digital  ID  Services), 
Private-Label  Certificate  Services  and 
Certificate  Management  Products. 

Digital  IDs  from  VeriSign  conform  to  the 
international  standard  for  digital  certificates, 
assuring  interoperabibty  with  other  products 
and  services  that  support  the  standard. 

• VeriSign  Digital  IDs  also  support  the 
leading  standard  for  certificate-based 
privacy  and  authentication  systems — the 
Public  Key  Cr}^tography  Standard  (PKCS). 

• PKSC,  estabhshed  in  1991  by  RSA  and 
several  leading  corporations  and  educational 
institutions,  provides  apphcation  designers 
with  a common  framework  for  building 
secure,  interoperable,  platform-independent, 
certificate-based  applications. 

Public  Certificate  (Digital  ID)  Services 

VeriSign  issues  and  manages  Digital  IDs  to 
support  users  of  a range  of  electronic 
commerce  solutions.  Public  Digital  IDs  can  be 
issued  to  individuals  for  use  with  WWW  client 
software,  secure  E-mail  packages  and  other 
user  applications.  VeriSign  works  with 
application  developers,  service  providers  and 
VeriSign  Affiliates  to  enable  certificate  use 
within  their  products. 

VeriSign  is  a fuU-service  provider  of  Digital 
IDs  directly  to  users  and  a provider  of 
products  and  enabling  technology  to  other 
companies  that  want  to  issue  Digital  IDs. 
VeriSign  provides  issuing,  revocation,  and 
status  services  for  two  types  of  Digital  IDs: 

• Corporate  Digital  IDs  are  used  to  facilitate 
intercompany  communication  that  benefits 
from  having  the  company’s  name  on  the 


Digital  ID  of  employees  and  other  affiliates 
of  each  company. 

• Personal  Digital  IDs  are  used  by  individuals 
who  do  not  need  company  affiliation  and 
sponsorship  in  order  to  conduct  their 
company  or  personal  business. 

VeriSign  has  three  primary  issuing 
arrangements  to  deliver  Digital  IDs  to  users  of 
Digital  ID-enabled  applications,  products  and 
services.  Issuer  options  include: 

• VeriSign — ^Digital  IDs  are  issued  directly  by 
VeriSign  to  individuals  without  corporate 
sponsorship  or  to  employees  and  other 
affiliates  of  companies  or  organizations  that 
want  to  outsource  the  actual  issuing  and 
management  of  Digital  IDs  to  VeriSign. 

• Customer — ^Digital  IDs  are  issued  by 
companies  to  their  own  employees  and 
affiliates  using  the  necessary  secure 
hardware  provided  by  VeriSign. 

• Reseller — ^Digital  IDs  are  issued  by 
companies  authorized  by  VeriSign  to  provide 
Digital  IDs  and  related  services.  VeriSign  is 
actively  encouraging  reseller  relationships  to 
satisfy  the  Digital  ID  requirements  of 
specific  vertical  markets,  complex 
distribution  channels  and  remote 
geographies. 

To  integrate  Digital  IDs  within  a product  or 
service,  the  first  step  is  to  license  public-key 
cryptography  from  RSA  Data  Security  or  an 
authorized  OEM  licensee.  Once  the  pubhc  key 
associated  with  one  or  more  of  VeriSign’s 
Digital  ID  hierarchies  is  included  with  the 
software  distributed  to  users,  these  users  are 
ready  to  be  issued  Digital  IDs  by  VeriSign  or 
one  of  its  certification  partners. 

VeriSign  issues  and  manages  several  classes 
of  Digital  IDs,  differentiated  by  the  level  of 
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assurance  or  trust  associated  with  the  Digital 
ID.  The  assurance  level  depends  on  the 
degree  of  rigor  or  due  diligence  VeriSign 
applies  to  estabhshing  a binding  between  an 
individual  or  entity  and  his/her/its’  public  key. 
The  registration  process  for  all  classes  of 
Digital  IDs  is  completed  on-line  to  ensure  a 
fast  response. 

• Class  1 Digital  IDs  ensure  uniqueness  of 
name  or  E-mail  address  only.  Class  1 
Digital  IDs  might  support  casual  WWW 
browsing  and  E-mail. 

• Class  2 Digital  IDs  provide  a higher  level  of 
assurance  regarding  a person’s  identity  by 
involving  third-party  verification  of  the 
name,  address,  and  other  personal 
information  provided  in  the  registration 
process.  Class  2 Digital  IDs  might  support 
intra-company  E-mail,  on-line  purchasing 
from  electronic  mails,  and  on-line 
subscriptions. 

• Class  3 Digital  IDs  provide  yet  a higher  level 
of  identity  assurance  by  involving  personal 
presence  or  registered  credentials.  Class  3 
Digital  IDs  might  support  transactions 
demanding  a higher  level  of  assurance  of  the 
identity  of  individuals.  Typical  applications 
might  include  inter-company  E-mail, 
electronic  banking,  higher-value  purchases 
from  electronic  malls,  and  membership- 
based  on-hne  subscription  and  information 
services. 

• Class  4 Digital  IDs  involve  personal 
presence  plus  a more  thorough  investigation 
of  the  individual  and/or  the  organization 
they  represent. 

VeriSign  Server/Entity  Digital  ID 

Services — ^VeriSign  also  issues  Digital  IDs  for 

entities. 


• Many  of  the  leading  SSL-  and  S-HTTP-based 
WWW  servers  (e.g.,  Netscape,  Open  Market, 
and  IBM)  use  VeriSign  Digital  IDs  to 
provide  trust  in  the  server’s  pubhc  key.  The 
public  key  is  instrumental  in  providing  the 
secure  fink  between  client  and  server 
necessary  to  exchange  credit  card  numbers 
and  other  sensitive  information. 

• VeriSign  currently  offers  a Class  3 Digital 
ID  for  electronic  commerce  servers.  Proof  of 
right  to  use  the  requested  name  for  the 
server  must  be  provided  in  the  form  of  a 
letter  from  an  authorized  company 
representative  and  Articles  of  Incorporation 
or  other  registered  company  formation 
documents. 

On-line  Certificate  Services — VeriSign 
provides  Digital  ID  directory  and  revocation 
fist  services  via  the  WWW  and  E-mail  to 
facilitate  obtaining  other  people’s  Digital  IDs 
and  verifying  the  validity  of  Digital  IDs  and 
digital  signatures. 

In  September  1995,  VeriSign  announced  the 
World  Wide  Web’s  first  Online  Digital  ID 
Issuing  Service™.  Being  released  in 
conjunction  with  Netscape  Navigator  2.10, 
this  service  allows  users  to  enroll  directly  and 
receive  their  own  unique  Digital  IDs. 

Private-Label  Certificate  Services 

VeriSign  also  designs,  builds  and  manages 
private-label  certificate  management  solutions 
for  service  providers  or  corporations  with  high- 
volume  enrollment,  management,  or 
authorization  requirements. 

Private-label  certificates  are  restricted  use 
certificates.  They  are  suitable  for  conveying 
information  about  authorization,  permissions, 
and  access  rights,  as  well  as  the  basic 
identification  information  contained  in 
VeriSign’s  public  Digital  IDs. 
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Within  this  line  of  business,  VeriSign  is  able  to 
support  customer-specific  authorization 
requirements,  while  still  providing 
outsourcing  of  the  actual  operation  associated 
with  issuing  the  private-label  certificates. 

For  example,  VeriSign  could  work  closely  with 
a financial  services  organization  interested  in 
providing  Internet  services  for  its  customers. 
VeriSign  would  design,  build  and  operate  a 
branded  solution  that  allows  the 
organization’s  customers  to  request  and 
receive  custom  certificates,  which  could  be 
used  to  authorize  activities  such  as  funds 
transfer  or  product  purchases. 

Clients  of  VeriSign’s  private-label  services 
include  the  following; 

• VeriSign  is  issuing  Digital  IDs  to  Cisco 
Systems’  employees  using  Apple’s  MacOS 
7.5  and  a forms  package  from  Shana 
Corporation  for  a variety  of  human  resources 
applications. 

• VeriSign  has  provided  an  on-site  Digital  ID 
issuing  capabifity  to  TRW  in  support  of 
several  productivity  pilot  programs  using 
digital  signatures. 

• VeriSign  issued  the  Digital  ID  that  enables 
Virtual  Vineyards  to  securely  accept  credit 
card  payments  as  part  of  its  business  of 
selling  wines  over  the  Internet  using 
Netscape’s  Commerce  Server. 

Certificate  Management  Products 

VeriSign  also  builds  WWW-based  products  for 
both  the  enterprise  and  high-volume 
commercial  certificate  projects. 

The  new  certificate  management  products  will 
incorporate  architectural  advances,  including 
customizable  enrollment  templates,  flexible 
certificate-signing  modules,  and  multisource 
authorization  capabilities. 


The  products  address  the  four  main  aspects  of 
certificate  management — enrollment,  rollover 
or  renewal,  revocation,  and  compromise. 

The  certificate  management  series  will  be 
available  in  early  1996  and  will  include: 

• An  entry-level  system  for  moderately  sized 
organizations  creating  private-label 
certificates  or  brand-name  public 
certificates.  This  is  a turnkey  system  for 
organizations  such  as  businesses, 
educational  institutions  and  government 
agencies  that  issue  certificates  to  members 
or  employees  only. 

• A high-end  system  for  very  large 
organizations  creating  a large  volume  of 
private-label  or  brand-name  public 
certificates.  Included  in  this  system  are 
customizable  management  tools  for  handling 
the  large  volume  and  usage  monitoring  that 
a larger  certification  authority  needs. 

Marketing  and  Sales 

VeriSign  sells  its  products  and  services 
through  a direct  sales  force  and  through  select 
systems  integrators. 

Alliances/Partnerships 

Vendors  that  have  added  VeriSign’s  Digital 
IDs  to  their  software  products/services  include 
the  following: 

• Apple  Computer  (DigiSign  digital  signature 
utility) 

• Netscape  (Netscape  Commerce  Server, 
Navigator  2.0) 

• Open  Market  (Secure  WebServer) 

• Microsoft  (Internet  Information  Server) 

• Oracle  (Web  Server  2.0) 
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• IBM  (WebExplorer  Browser  and  Internet 
Connection  Secure  Server  for  AIX  and  OS/2) 

• CompuServe  (Internet  Office  Web  Server) 

• O’ReiUy  and  Associates  (WebSite 
Professional) 

• StarNine  Technologies  (WebSTAR  SSL 
Security  Tool  Kit) 

• CyberCash  (CyberCash  Wallet) 

Other  industry  leaders,  including  America 
Online,  CyberCash,  Dun  & Bradstreet,  GE 
Information  Services,  Intel,  Lotus,  National 
Semiconductor,  Premenos  and  Sun 
Microsystems,  have  announced  their  support 
of  VeriSign’s  efforts  to  make  Digital  IDs 
widely  available. 


Competition 

VeriSign’s  primary  competitor  is  the  U.S. 
Postal  Service. 

Assessment 

VeriSign’s  strengths  include  the  following: 

• It  is  the  only  company  100%  focused  on 
digital  authentication  products  and  services. 

• An  infrastructure  exists  to  support  large- 
scale  deployments  (in  the  milhons). 

• The  company  is  setting  de  facto  standards. 

The  key  challenge  for  VeriSign  is  educating 
the  market. 
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COMPANY  PROFILE 


VMARK  SOFTWARE,  INC. 

30  Speen  Street 
Framingham,  MA  01701 
(508)  655-3700 


James  J.  Capeless,  President  and  CEO 
Public  Corporation 
Total  Employees:  81 
Total  Revenue,  Fiscal  Year  End 
12/31/91:  $12,375,000 


c 


The  Company  VMARK  Software,  Inc.,  founded  in  1984,  develops,  markets,  and 

supports  systems  software  for  the  development  and  execution  of 
commercial  applications  for  the  UNIX  operating  system. 

• VMARK's  principal  product,  uniVerse,  permits  existing  business 
applications,  originally  developed  for  the  Pick  operating 
environment,  to  run  on  substantially  all  major  UNIX-based 
hardware  systems. 

• VMARK's  strategy  is  to  provide  cost-effective  and 
comprehensive  software  for  developing  and  executing  business 
applications  marketed  primarily  by  VARs  to  small  and  medium- 
sized businesses  and  to  departments  of  large  corporations.  The 
company's  development  goals  are  to  continue  to  improve  the 
utility  of  universe  by  enhancing  its  capabilities  and  to  develop 
complementary  products. 

In  March  1992,  VMARK  issued  a preliminary  prospectus  in 
anticipation  of  an  initial  public  offering  of  1.8  million  shares  of 
common  stock,  of  which  1.2  million  are  to  be  sold  by  the  company 
and  0.6  million  by  selling  stockholders.  Estimated  net  proceeds  to 
VMARK  of  $11.8  million  are  to  be  used  for  corporate  purposes. 

VMARK's  1991  revenue  reached  $12.4  million,  an  82%  increase 
over  1990  revenue  of  $6.8  million.  Net  income  rose  205%,  from 
$0.9  million  in  1990  to  over  $2.7  million  in  1991.  A five-year 
financial  summary  follows: 
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VMARK  SOFTWARE,  INC. 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


FiSCAL  YEAR 

ITEM 

1991 

1990 

1989 

1988 

1987 

Revenue 

$12,375 

$6,796 

$4,321 

$3,619 

$2,863 

• Percent  change 

from  previous  year 

82% 

57% 

19% 

26% 

N/A 

Income  (loss)  before  taxes 

$3,087 

$1,001 

$298 

$(1,640) 

$(1,769) 

• Percent  change 

from  previous  year 

308% 

236% 

118% 

7% 

N/A 

Net  income  (loss)  (a) 

$2,727 

$895 

$265 

$(1,640) 

$(1,769) 

• Percent  change 

from  previous  year 

205% 

238% 

116% 

7% 

N/A 

Earnings  (loss)  per  share 

$0.52 

$0.18 

$0.05 

$(0.34) 

$(0.43) 

• Percent  change 

from  previous  year 

189% 

360% 

115% 

21% 

N/A 

(a)  Includes  utilization  of  tax  benefit  carryforward  of  $1.0  million,  $315,000,  and  $92,000  in  1991, 
1990,  and  1989,  respectively. 


Revenue  increases  in  1991  were  attributed  to  the  increase  in  the 
number  of  uniVerse  licenses  sold  and,  to  a lesser  extent,  to  a 16% 
price  increase  for  uniVerse  licenses  in  April  1991  and  increased 
revenue  from  training  and  maintenance  services. 

• During  1991,  VMARK  expanded  its  sales  and  marketing  efforts, 
including  the  establishment  of  a European  subsidiary  with  sales 
and  support  offices  in  England  and  France,  and  an  Asia-Pacific 
subsidiary  with  a sales  and  support  office  in  Australia. 

• In  addition,  VMARK  increased  the  number  of  its  worldwide 
resellers  from  approximately  135  in  1990  to  160  in  1991. 

• From  1986  to  April  1991,  VMARK  paid  royalties,  based  on  the 
number  of  licensed  uniVerse  users,  to  a third  party  with  respect 
to  certain  technology  incorporated  in  uniVerse.  In  April  1991, 
VMARK  entered  into  an  agreement  granting  it  a perpetual,  non- 
exclusive, royalty-free  license  to  the  technology  for  a fixed  price 
payable  in  installments.  This  agreement  has  significantly 
reduced  the  company's  cost  for  software. 

• Prior  to  1988,  VMARK  sold  both  hardware  and  related 
computer  hardware.  In  mid-1988,  the  company  ceased  its  sales 
of  hardware  and  focused  on  being  solely  a provider  of  software 
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and  related  services.  As  a result,  certain  costs  and  expenses  were 
significantly  reduced. 

Research  and  development  expenses  were  approximately  $1.7 
million  (14%  of  revenue)  in  1991,  $1.2  million  (18%  of  revenue)  in 
1990,  and  $930,000  (22%  of  revenue)  in  1989. 

As  of  December  31,  1991,  VMARK  had  81  employees,  segmented 
as  follows: 


Sales/marketing 

31 

Engineering  and  support 

35 

Management,  administration. 

and  finance 

15 

81 

Key  Products  and  Approximately  58%  of  VMARK's  1991  revenue  was  derived  from 
Services  systems  software  product  licenses  and  42%  from  associated  support 

services.  A three-year  source  of  revenue  summary  follows: 


VMARK  SOFTWARE,  INC. 
THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  thousands) 


FISCAL  YEAR 

1991, 

1990 

1989 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

Software 

$9,737 

58% 

$5,100 

75% 

$2,486 

79% 

Services 

2,638 

42% 

1,696 

25% 

1,835 

21% 

TOTAL 

$12,375 

100% 

$6,796 

100% 

$4,321 

100% 

Universe  is  an  application  development  and  execution  software 
product  that  combines  the  features  of  the  Pick  and  UNIX  systems. 

• Universe  permits  existing  business  applications,  originally 
developed  for  the  Pick  environment  to  run  on  substantially  all 
major  UNIX-based  hardware  systems.  UniVerse  replaces  the 
Pick  proprietary  hardware  monitor  with  the  UNIX  operation 
system,  providing  access  to  standard  UNIX  features.  UniVerse 
also  replaces  the  Pick  applications  environment  with  a native 
UNIX  shell  written  in  the  C language. 
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• The  product  also  includes  an  application  development  language 
and  programming  support  tools  to  develop  new  applications  for 
UNIX. 

• Currently  more  than  600  business  applications  are  offered  with 
universe  on  more  than  70  UNIX  hardware  platforms.  UniVerse 
is  also  compatible  with  various  Pick-based  systems. 

• Universe  is  priced  on  the  basis  of  the  number  of  users.  The 
domestic  list  price  is  $435  per  user  for  licenses  of  4 to  63  users, 
and  $365  per  user  for  licenses  of  64  or  more  users. 
Internationally,  the  per-user  list  prices  are  $600  and  $510, 
respectively. 

• VMARK  has  sold  more  than  6,500  uniVerse  licenses  and  has 
over  170,000  users. 

UVnet  permits  transparent  access  to  data  that  may  be  distributed 
over  single  or  multiple  vendor  systems  running  uniVerse.  In 
addition,  uVnet  enables  the  developer  to  create  distributed 
processing  applications  for  LANs  using  TCP/IP.  The  list  price  for 
a uVnet  license,  for  an  unlimited  number  of  users,  is  $2,000  per 
system  on  a network. 

Products  under  development  include  the  following: 

• Outlook  will  provide  a PC  look-and-feel  for  screen  design  and 
data  entry  and  update.  The  product  is  intended  for  casual  users 
who  wish  to  develop  and  execute  simple  applications. 

• Newlook  will  provide  application  developers  with  a tool  kit  to 
create  graphical  user  interfaces  for  new  and  existing  business 
applications.  The  product  is  being  jointly  developed  with 
Siemens-Nixdorf. 

• X/uniVerse  is  intended  primarily  for  use  by  applications 
developers  to  provide  graphical  interfaces  for  X terminals.  The 
product  is  being  jointly  developed  with  Siemens-Nixdorf. 

Support  services  provided  by  VMARK  include  the  following: 

• VMARK  provides  pre-  and  post-installation  on-site  assistance 
and  telephone  support  by  product  specialists. 

• Maintenance,  consulting,  and  training  courses  are  available  for  a 
separate  fee  at  VMARK  locations  and  client  sites. 
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Industry  Markets 


Geographic 

Markets 


All  maintenance  customers  have  access  to  VMARK's  Interactive 
Support  Advisory  System,  an  on-line  facility  providing 
information  on  releases,  revisions,  enhancements,  and  other 
product  matters. 

The  annual  charge  for  maintenance  provided  directly  to  end 
users  is  generally  equal  to  12%  of  the  end-user  list  price  of  a 
license. 

VMARK  also  provides  backup  maintenance  service  through 
certain  resellers  that  provide  first-line  maintenance. 


VMARK's  products  are  available  to  clients  across  industries.  The 
company  has  customers  in  many  industries,  including  distribution, 
financial  services,  energy,  legal,  education,  health  care,  and 
manufacturing,  as  well  as  various  government  agencies. 

VMARK  sells  its  products  worldwide  through  approximately  160 
resellers,  including  145  VARs  (that  combine  uniVerse  with  their 
software  applications)  and  12  hardware  vendors  and,  in  certain 
instances,  directly  to  large  end  users. 

• One  of  VMARK's  VARs,  the  Ultimate  Corp.,  accounted  for 
19%,  21%,  and  15%  of  VMARK's  total  revenues  in  1991,  1990, 
and  1989,  respectively. 

• Reynolds  & Reynolds  accounted  for  8%,  14%,  and  13%  of 
VMARK's  total  revenues  in  1991,  1990,  and  1989,  respectively. 


Approximately  78%  of  VMARK's  1991  revenue  was  derived  from 
the  U.S.  and  22%  from  international  sources. 

A three-year  geographic  source  of  revenue  is  estimated  as  follows: 
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VMARK  SOFTWARE,  INC. 

THREE-YEAR  GEOGRAPHIC  SOURCE  OF  REVENUE  SUMMARY 

($  millions) 


FISCAL  YEAR 

1991 

1990 

1989 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

U.S. 

$9.7 

78% 

$5.9 

87% 

$3.2 

75% 

International 

2.7 

22% 

0.9 

13% 

1.1 

25% 

TOTAL 

$12.4 

100% 

$6.8 

100% 

$4.3 

100% 

In  the  U.S.,  sales  and  support  personnel  are  located  in  Framingham 
(MA),  Dallas  (TX),  and  two  locations  in  Orange  County  (CA). 

VMARK's  U.K.  subsidiary,  VMARK  Europe,  has  office  in  England 
and  France  that  support  resellers  of  VMARK's  products  in  the 
U.K.,  France,  Finland,  Germany,  Ireland,  Portugal,  South  Africa, 
Spain,  Sweden,  and  Switzerland. 

VMARK's  Australian  subsidiary,  VMark  Asia  Pacific,  based  in 
Sydney,  supports  resellers  in  Australia,  New  Zealand,  Indonesia, 
Malaysia,  and  Hong  Kong. 

VMARK  also  has  distributors  in  Argentina,  Brazil,  Canada,  and 
Columbia. 
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FINANCIAL  UPDATE  TO  PROFILE  DATED  APRIL  1986 


VM  SOFTWARE,  INC 

1800  Alexander  Bell  Drive 
Reston,VA  22091 
(703)  264-8000 


Robert  E.  Cook,  Chairman  and  CEO 
Richard  L.  Earnest,  President  and  COO 
Public  Corporation,  OTC 
Total  Employees;  196 
Total  Revenue,  Fiscal  Year  End 
12/31/86:  $27,027,000 


VM  SOFTWARE,  INC. 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


~~--^^_Fiscal  Year 
Item  

1986 

1985 

1984 

1983 

1982 

Revenue 

$ 27,027 

$ 18,033 

$ 11,099 

$ 5,016 

$ 1,833 

. Percent  increase 

from  previous  year 

50% 

62% 

121% 

174% 

N/A 

Income  before  taxes 

$ 8,078 

$ 5,409 

$ 3,170 

$ 1,518 

$ 636 

. Percent  increase 

from  previous  year 

49% 

71% 

109% 

139% 

N/A 

Net  income 

$ 4,928 

$ 3,142 

$ 1,807 

$ 91 1 

$ 375 

. Percent  increase 

from  previous  year 

57% 

74% 

98% 

143% 

N/A 

Earnings  per  share 

$ 0.77 

$ 0.53 

$ 0.35 

$ 0.19 

$ 0.10 

. Percent  increase 

from  previous  year 

45% 

51% 

84% 

90% 

N/A 

(a)  Restated  to  reflect  a 3-for-2  stock  split  effected  in  December  1986. 


• Revenue  for  the  nine  months  ending  September  30,  1987  increased  15%  to 
$19.1  million  from  $16.6  million  for  the  same  period  in  1986.  Net  income  for 
the  period  was  $1.1  million,  a 56%  decrease  from  $2.5  million  for  the  compar- 
able period  last  year. 

SOURCE  OF  REVENUE 

• One  hundred  percent  of  VM  Software's  revenue  is  derived  from  system  soft- 
ware products  and  associated  maintenance  and  enhancement  services.  A 
three-year  summary  of  source  of  revenue  follows  ($  millions): 
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Fiscal  Year 

198 

6 

1985 

1984 

Item 

Revenue 

Percent 
of  Total 

Revenue 

Percent 
of  Total 

Revenue 

Percent 
of  Total 

Software  products 

$23.8 

88% 

$17.1 

95% 

$1  1.8 

106% 

Maintenance  and 

enhancements 

6.1 

22 

2.5 

14 

1.3 

12 

Provision  for 

returns 

(2.8) 

(10) 

(1.6) 

(9) 

(2.0) 

(18) 

Net  revenue 

$27.1 

100% 

$18.0 

100% 

$11.1 

100% 

• As  of 

December  31 

1986,  VM  Software  had 

licensed  one 

or  more  of 

its 

products  to  approximately  80%  and  29%  of  the  Fortune  50  and  500  largest 
industrial  corporations,  respectively. 

• As  of  December  31,  1986,  the  company  served  1,375  customers.  No  customers 
accounted  for  more  than  2%  of  its  1986  revenue. 

• Approximately  77%  of  VM  Software's  1986  revenue  was  derived  from  the 
U.S.  The  remaining  24%  was  derived  from  international  sources.  A three- 
year  summary  of  geographic  source  of  revenue  follows  ($  thousands); 


1986 

1985 

1984 

U.S. 

$20,438 

$13,929 

$ 8,956 

Foreign 

6,589 

4,104 

2,143 

Total 

$27,027 

$18,033 

$1  1,099 

• The  company's  products  are  marketed  in  North  America  primarily  by  its  own 
employees  and  in  41  foreign  countries  by  its  subsidiaries  and  9 independent 
marketing  agents  on  a nonexclusive  basis. 

NEW  PRODUCTS  AND  SERVICES 

• During  August  1986,  VM  Software  introduced  three  new  products  as  follows: 

VMOPERATOR^“’enhances  the  interface  between  VM  and  the  data 
center  operations  staff. 

VMBATCH^“‘is  a batch  processing  system  for  the  VM  environment. 

VMMONITOR^'*^‘is  a monitoring  tool  that  diagnoses  system  performance 
problems. 
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• In  September  1986,  VM  Software  formed  the  Applied  Relational  Technology 
(ARl)  Division  to  develop,  market,  and  support  products  for  users  of  IBM’s 
SQL/DS  data  base  management  system. 

YMSOL/EDIT^"^’,  released  in  May  1987,  is  a full-function  table  editor. 

VMSQL/REPORT,  scheduled  for  release  in  November  1987,  is  a report 
writer. 
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COMPANY  PROFILE 


VM  SOFTWARE,  INC. 

2070  Chain  Bridge  Road 
Suite  355 
Vienna,  VA  22 1 80 
(703)  821-6886 


Robert  E.  Cook,  Chairman  and  CEO 
Richard  L.  Earnest,  President 
Public  Corporation,  OTC 
Total  Employees:  134 
Total  Revenue,  Fiscal  Year  End 
12/31/85:  $18,032,548 


THE  COMPANY 

• VM  Software,  Inc.,  founded  in  1981,  develops,  markets,  and  supports  systems 
software  products  for  IBM's  VM  operating  environment. 

• In  May  1985  VM  Software  made  an  initial  public  offering  of  1,665,000  shares 
of  its  common  stock.  Net  proceeds  to  the  company  of  approximately  $9.7 
million  will  be  used  to  repay  bank  debt  and  for  general  corporate  purposes, 
including  working  capital  and  possible  acquisitions. 

• 1985  net  revenue  reached  $18  million,  a 62%  increase  over  $11.1  million  for 

1984.  Net  income  rose  74%,  from  $1.8  million  in  1984  to  $3.1  million  in 

1985.  A four-year  financial  summary  follows: 


VM  SOFTWARE,  INC. 
FOUR-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


YEAR 

ITEM 

1985 

1984 

1983 

1982 

Net  revenue  (a) 

$ 18,033 

$ 1 1,099 

$ 5,016 

$ 1,833 

. Percent  increase 

from  previous  year 

62% 

121% 

1 74% 

N/A 

Income  before  taxes 

$ 5,409 

$ 3,170 

$ 1,518 

$ 636 

. Percent  increase 

from  previous  year 

71% 

1 09% 

1 39% 

N/A 

Net  income  (b) 

$ 3,142 

$ 1,807 

$ 91  1 

$ 375 

. Percent  increase 

from  previous  year 

74% 

98% 

143% 

N/A 

Earnings  per  share  (b) 

$ 0.80 

$ 0.52 

$ 0.29 

$ 0.14 

. Percent  increase 

from  previous  year 

54?6 

79% 

107% 

N/A 
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(a)  Net  revenue  reflects  the  provision  for  software  product  returns  of  approxi- 
mately $1.6  million,  $2  million,  $654,044,  and  $8,995  for  1985,  1984,  1983,  and 
1 982,  respectively. 


(b)  Through  the  year  ended  December  31,  1983,  VM  Software  elected  treatment  for 
income  tax  purposes  as  a small  business  or  S Corporation.  Income  taxes  and 
benefits  on  income  or  loss  of  an  S Corporation  are  attributable  to  the  individual 
shareholders.  Therefore,  no  provision  for  income  taxes  was  required  in  the 
financial  statements  for  1983.  The  statements  of  income  shown  above  present  a 
pro  forma  provision  for  income  taxes  and  pro  forma  net  income  as  they  would 
have  been  reported  had  the  company  been  subject  to  income  taxes. 


• VM  Software  management  attributes  revenue  growth  primarily  to  the  increase 
in  unit  product  licenses,  the  introduction  of  new  products  and  new  releases  of 
existing  products,  general  price  increases,  and  a decrease  in  the  level  of 
product  returns. 


• In  March  1985  VM  Software  entered  into  an  agreement  with  IBM  granting  to 
IBM  a ten-year,  worldwide,  non-exclusive  right  to  license  VM  Software's 
VMBACKUP,  VMARCHIVE,  and  VMTAPE  systems  software  packages.  In  1985 
VM  Software  recorded  $575,000  in  revenue  under  this  marketing  agreement 
with  IBM. 


• In  1983  VM  Software  granted  to  UCCEL  Corporation  the  right  to  market  a 
MVS-compatible  version  of  VMTAPE  within  North  America  to  customers  of 
UCCEL.  The  company  and  UCCEL  are  investigating  further  joint  efforts  to 
enhance  the  marketing  and  development  of  certain  products  of  both 
companies. 

• Research,  development,  and  support  costs  were  approximately  $4  million  (22% 
of  revenue)  in  1985,  $2.3  million  (21%  of  revenue)  in  1984,  and  $1.2  million 
(24%  of  revenue)  in  1983. 


• Recent  acquisitions/divestitures  made  by  VM  Software  include  the  following: 

In  January  1986  VM  Software  acquired  the  VM  agency  operations  of  the 
company's  former  independent  agent  in  the  U.K.  for  approximately 
$599,000.  The  acquisition  was  accounted  for  as  a purchase.  VM 
Software  has  subsequently  formed  VM  Software  (UK)  Limited,  a 
European  subsidiary  responsible  for  the  marketing  and  support  of  VM 
Software  products  in  the  U.K.,  Northern  Ireland,  and  the  Channel 
Islands. 


In  March  1984  VM  Software  sold  its  VM  source  library  management 
product  to  Pansophic  Systems,  Inc.  for  $825,000  plus  a royalty  of  20% 
of  license  fee  revenues  from  licensed  products  in  excess  of  650  through 
June  1989. 
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• 

As  of  December  31,  1985,  VM  Software 
segmented  as  follows: 

had 

134  full-time  employees. 

Marketing/sales 

34 

Customer  services  and  support 

43 

Product  development 

27 

Administration  and  finance 

30 

134 

KEY  PRODUCTS  AND  SERVICES 

• 

One  hundred  percent  of  VM  Software's  revenue 

is  derived  from  system 

software  products  and  associated  maintenance  and  enhancement  services.  A 
three-year  summary  of  source  of  revenue  follows: 


VM  SOFTWARE,  INC. 

THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

1985 

1984 

1983 

ITEM 

Revenue 

Percent 
of  Total 

Revenue 

Percent 
of  Total 

Revenue 

Percent 
of  Total 

Software  products 

$17.1 

95% 

$11.8 

1 06% 

$5.1 

102% 

Maintenance  and 

enhancements 

2.5 

14 

1.3 

12 

0.5 

10 

Provision  for 

returns  (a) 

(1.6) 

(9) 

(2.0) 

(18) 

(0.6) 

(12) 

Net  revenue 

$18.0 

1 00% 

$1  l.l 

100% 

$5.0 

1 00% 

(a)  VM  Software  management's  policy  is  to  selectively  allow  returns  of  products 
after  shipment  or,  if  applicable,  after  expiration  of  the  acceptance  period.  The 
company  believes  that  the  implementation  of  this  policy  in  1983  and  the 
introduction  of  new  products  contributed  to  increases  in  product  returns  in  1983 
and  1984.  Decreased  product  returns  in  1985  resulted  primarily  from  wider 
acceptance  of  the  company's  products. 

• VM  Software  markets  a family  of  standard  system  software  products  for  use 
with  IBM's  VM  operating  system  that  are  designed  to  enhance  the  control, 
productivity,  and  security  of  a customer's  data  processing  resources.  The 
family  consists  of  seven  individual  products  which  can  be  licensed  separately 
or  as  an  integrated  product  called  VMCENTER’’’  ''^- . As  of  December  31,  1985, 
VM  Software  had  licensed  3,529  products  (treating  VMCENTER  as  a single 
product)  to  1,21  I customers. 
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VMCENTER,  VM  Software's  premier  product,  is  an  integrated  produ-^^r 
designed  to  assist  the  management  of  a VM-based  data  center 
streamlining  operations,  managing  system  resources  and  protecting 
data.  It  combines  the  functions  of  its  component  products  and  adds 
capabilities  to  integrate,  manage,  and  extend  those  functions. 

. As  additional  related  products  of  the  company  are  released,  it  is 
the  company's  intention  to  integrate  them  into  VMCENTER  or 
to  offer  them  as  options  to  VMCENTER. 

. Since  its  release  in  December  1984,  VMCENTER  has  been  the 
company's  primary  product  and  is  central  to  its  marketing 
strategy. 

. VMCENTER  licenses  for  $39,000  for  IB/vl  and  compatible 
mainframes. 

. There  are  currently  439  VMCENTER  installations. 

VMBACKUP®  , released  in  December  1981,  is  an  automated  DASD 
backup  and  restore  facility  using  full  and  incremental  dumps. 

. The  permanent  license  fee  for  VMBACKUP  is  $9,000. 


. There  are  currently  979  VMBACKUP  installations. 

VMARCHIVE  , released  in  December  1982,  is  an  end-user  archival 
storage  system  for  online  and  offline  storage  of  CMS  files. 

. The  permanent  license  fee  for  VMARCHIVE  is  $9,000. 

. There  are  currently  660  VMARCHIVE  installations. 

VMTAPE'^  , released  in  September.  1982,  is  a tape  drive  and  volume 
management  system. 

. The  permanent  license  fee  for  VMTAPE  is  $9,000. 


. There  are  currently  345  VMTAPE  installations. 

VMSCHEDULE®  , released  in  February  1983,  is  a work  scheduling 
system  that  optimizes  use  of  computer  resources  by  allowing  tasks  to 
be  scheduled  to  run  unattended  during  off-peak  hours. 

. The  permanent  license  fee  for  VMSCHEDULE  is  $9,000. 

. There  are  currently  141  VMSCHEDULE  installations. 

VMACCOUNT®  , released  in  June  1984,  is  an  accounting,  reporting, 
and  chargeback  system  with  continuous  collection  and  realtime 
validation  of  data. 

o 
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. The  permanent  license  fee  for  VMACCOUNT  is  $12,500. 

. There  are  currently  1 78  VMACCOUNT  installations. 

VMSECURE®  , released  in  July  1984,  is  a resource  access  control, 
directory  management,  and  disk  space  management  system  offering 
installation  defined  rules  for  system  access. 

. The  permanent  license  fee  for  VMSECURE  is  $14,000. 

. There  are  currently  1 19  VMSECURE  installations. 

VMSORT^'”'^' , released  in  June  1985,  is  a utility  program  to  rearrange  or 
merge  data  in  a user  specified  sequence. 

. The  permanent  license  fee  for  VMSORT  is  $7,500. 

. There  are  currently  42  VMSORT  installations. 

• In  1 985,  1984,  and  1 983,  VMBACKUP  and  VMTAPE  represented  approximately 
23%,  45%,  and  72%,  respectively,  of  net  revenues.  The  company  anticipates 
that  such  percentages  will  continue  to  decline  in  the  future  primarily  as  a 
result  of  the  release  of  VMCENTER  in  December  1984. 

• Maintenance  and  support  services  provided  by  VM  Software  include  the 
following: 

Maintenance  and  enhancements  are  included  for  one  year  with  a 
perpetual  software  license.  For  each  year  thereafter  the  customer 
must  pay,  in  advance,  approximately  15%  of  the  current  license  fee  of 
the  product.  As  of  December  31,  1985,  approximately  93%  of  the 
company's  licensees  subject  to  renewal  had  continued  in  the  company's 
maintenance  and  enhancement  plan  after  the  expiration  of  such  one- 
year  period.  The  annual  maintenance  fee  for  VMCENTER  is  based  on 
the  maintenance  fees  for  its  component  products  and  is  approximately 
22%  of  the  current  VMCENTER  perpetual  license  fee. 

Customer  support,  including  problem  resolution  and  assistance  in 
product  installation,  is  provided  primarily  by  24-hour  telephone 
access.  No  on-site  support  to  customers  is  provided  because  the 
products  can  be  installed  and  operated  by  the  customer  with  telephone 
support. 

INDUSTRY  MARKETS 

• VM  Software's  products  are  marketed  across  industry  sectors.  The  company's 
clients  are  primarily  manufacturers,  financial  institutions,  oil  companies,  and 
government  agencies. 
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As  of  December  31,  1985,  VM  Software  had  licensed  one  or  more  of  its 
products  to  approximately  64%  and  25%  of  the  Fortune  50  and  500 
largest  industrial  corporations,  respectively. 


GEOGRAPHIC  MARKETS 


• Approximately  77%  of  VM  Software's  1985  revenue  was  derived  from  the 
U.S.  The  remaining  23%  was  derived  from  international  sources.  A three- 
year  summary  of  geographic  source  of  revenue  follows  ($  thousands): 


1985 

1984 

1983 

U.S. 

$13,929 

$ 8,956 

$4,275 

Foreign 

4,104 

2,143 

741 

Total 

$18,033 

$ 1 1,099 

$5,016 

• The  company's  products  are  marketed  in  North  America  primarily  by  its  own 
employees  and  in  42  foreign  countries  by  I I independent  marketing  agents  on 
a nonexclusive  basis. 


VM  Software's  European  subsidiary  is  headquartered  in  the  U.K. 

IBM  also  has  worldwide  nonexclusive  rights  to  market  three  of  VM 
Software's  products. 


• Since  inception,  the  company  has  licensed  its  products  primarily  by  telephone 
(teleselling)  from  its  corporate  offices.  Telephone  contact  is  used  almost 
exclusively  from  the  initial  call  through  customer  acceptance.  The  company 
believes  that  its  skills  in  teleselling  result  in  lower  costs  per  product  license 
and  greater  market  coverage  per  sales  representative  than  would  be  experi- 
enced with  field  sales  techniques  and  geographically  dispersed  branch 
offices.  Teleselling  is  augmented  by  sales  seminars  conducted  for  prospects 
and  existing  customers  in  approximately  20  cities  in  North  America  each 
Spring  and  Fall.  Generally,  this  is  the  only  face-to-face  contact  between  the 
company's  sales  representatives  and  prospects  within  a given  territory. 

COMPUTER  HARDWARE  AND  SOFTWARE 


• VM  Software  has  an  IBM  4381,  operating  under  VM,  installed  at  its  head- 
quarters for  research,  development,  and  support. 
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COMPANY  PROFILE 


VM  SOFTWAFIE,  INC. 

2070  Chain  Bridge  Road 
Suite  355 
Vienna,  VA  22 1 80 
(703) 821-6886 


Robert  E.  Cook,  Chairman  and  CEO 
Richard  L.  Earnest,  President 
Public  Corporation,  OTC 
Total  Employees:  134 
Total  Revenue,  Fiscal  Year  End 
12/31/85:  $18,032,548 


THE  COMPANY 

• VM  Software,  Inc.,  founded  in  1981,  develops,  markets,  and  supports  systems 
software  products  for  IBM's  VM  operating  environment. 

• In  May  1985  VM  Software  made  an  initial  public  offering  of  1,665,000  shares 
of  its  common  stock.  Net  proceeds  to  the  company  of  approximately  $9.7 
million  will  be  used  to  repay  bank  debt  and  for  general  corporate  purposes, 
including  working  capital  and  possible  acquisitions. 

• 1985  net  revenue  reached  $18  million,  a 62%  increase  over  $1  l.l  million  for 

1984.  Net  income  rose  74%,  from  $1.8  million  in  1984  to  $3.1  million  in 

1985.  A four-year  financial  summary  follows: 


VM  SOFTWARE,  INC. 
FOUR-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


^ YEAR 

ITEM  ' — 

1985 

1984 

1983 

1982 

Net  revenue  (a) 

$ 18,033 

$ 1 1,099 

$ 5,016 

$ 1,833 

. Percent  increase 

from  previous  year 

62% 

121% 

1 74% 

N/A 

Income  before  taxes 

$ 5,409 

$ 3,170 

$ 1,518 

$ 636 

. Percent  increase 

from  previous  year 

71% 

1 09% 

139% 

[\I/A 

Net  income  (b) 

$ 3,142 

$ 1,807 

$ 91  1 

$ 375 

. Percent  increase 

from  previous  year 

74% 

98% 

143% 

N/A 

Earnings  per  share  (b) 

$ 0.80 

$ 0.52 

$ 0.29 

$ 0.14 

. Percent  increase 

from  previous  year 

54% 

79% 

107% 

N/A 
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(a)  Net  revenue  reflects  the  provision  for  software  product  returns  of  approxi- 
mately $1.6  million,  $2  million,  $654,044,  and  $8,995  for  1985,  1984,  1983,  and 
1982,  respectively. 

(b)  Through  the  year  ended  December  31,  1983,  VM  Software  elected  treatment  for 
income  tax  purposes  as  a small  business  or  S Corporation.  Income  taxes  and 
benefits  on  income  or  loss  of  an  S Corporation  are  attributable  to  the  individual 
shareholders.  Therefore,  no  provision  for  income  taxes  was  required  in  the 
financial  statements  for  1983.  The  statements  of  income  shown  above  present  a 
pro  forma  provision  for  income  taxes  and  pro  forma  net  income  as  they  would 
have  been  reported  had  the  company  been  subject  to  income  taxes. 

• VM  Software  management  attributes  revenue  growth  primarily  to  the  increase 
in  unit  product  licenses,  the  introduction  of  new  products  and  new  releases  of 
existing  products,  general  price  increases,  and  a decrease  in  the  level  of 
product  returns. 


• In  March  1985  VM  Software  entered  into  an  agreement  with  IBM  granting  to 
IBM  a ten-year,  worldwide,  non-exclusive  right  to  license  VM  Software's 
VMBACKUP,  VMARCHIVE,  and  VMTAPE  systems  software  packages.  In  1985 
VM  Software  recorded  $575,000  in  revenue  under  this  marketing  agreement 
with  IBM. 


• In  1983  VM  Software  granted  to  UCCEL  Corporation  the  right  to  market  a 
MVS-compatible  version  of  VMTAPE  within  North  America  to  customers  of 
UCCEL.  The  company  and  UCCEL  are  investigating  further  joint  efforts  to 
enhance  the  marketing  and  development  of  certain  products  of  both 
companies. 

• Research,  development,  and  support  costs  were  approximately  $4  million  (22% 
of  revenue)  in  1985,  $2.3  million  (21%  of  revenue)  in  1984,  and  $1.2  million 
(24%  of  revenue)  in  1983. 


• Recent  acquisitions/divestitures  made  by  VM  Software  include  the  following: 

In  January  1986  VM  Software  acquired  the  VM  agency  operations  of  the 
company's  former  independent  agent  in  the  U.K.  for  approximately 
$599,000.  The  acquisition  was  accounted  for  as  a purchase.  VM 
Software  has  subsequently  formed  VM  Software  (UK)  Limited,  a 
European  subsidiary  responsible  for  the  marketing  and  support  of  VM 
Software  products  in  the  U.K.,  Northern  Ireland,  and  the  Channel 
Islands. 


In  March  1984  VM  Software  sold  its  VM  source  library  management 
product  to  Pansophic  Systems,  Inc.  for  $825,000  plus  a royalty  of  20% 
of  license  fee  revenues  from  licensed  products  in  excess  of  650  through 
June  1989. 


2 of  6 
April  1986 


©1986  by  INPUT.  Reproduction  Prohibited. 


INPUT 


VM  SOFTWARE,  INC. 


• 

As  of  December  31,  1985,  VM  Software 
segmented  as  follows: 

had  1 

134  full-time  employees, 

Marketing/sales 

34 

Customer  services  and  support 

43 

Product  development 

27 

Administration  and  finance 

30 

134 

KEY  PRODUCTS  AND  SERVICES 

• 

One  hundred  percent  of  VM  Software's  revenue 

is  derived  from  system 

software  products  and  associated  maintenance  and  enhancement  services.  A 
three-year  summary  of  source  of  revenue  follows: 


VM  SOFTWARE,  INC. 

THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

1985 

1984 

1983 

ITEM 

Revenue 

Percent 
of  Total 

Revenue 

Percent 
of  Total 

Revenue 

Percent 
of  Total 

Software  products 

$17.1 

95% 

$11.8 

106% 

$5.1 

102% 

Maintenance  and 
enhancements 

2.5 

14 

1.3 

12 

0.5 

10 

Provision  for 
returns  (a) 

(1.6) 

(9) 

(2.0) 

(18) 

(0.6) 

(12) 

Net  revenue 

$18.0 

1 00% 

$1  l.l 

1 00% 

$5.0 

1 00% 

(a)  VM  Software  management's  policy  is  to  selectively  allow  returns  of  products 
after  shipment  or,  if  applicable,  after  expiration  of  the  acceptance  period.  The 
company  believes  that  the  implementation  of  this  policy  in  1983  and  the 
introduction  of  new  products  contributed  to  increases  in  product  returns  in  1983 
and  1984.  Decreased  product  returns  in  1985  resulted  primarily  from  wider 
acceptance  of  the  company's  products. 

• VM  Software  markets  a family  of  standard  system  software  products  for  use 
with  IBM's  VM  operating  system  that  are  designed  to  enhance  the  control, 
productivity,  and  security  of  a customer's  data  processing  resources.  The 
family  consists  of  seven  individual  products  which  can  be  licensed  separately 
or  as  an  integrated  product  called  VMCENTER^'"^' . As  of  December  31,  1985, 
VM  Software  had  licensed  3,529  products  (treating  VMCENTER  as  a single 
product)  to  1,21  I customers. 
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VMCENTER,  VM  Software's  premier  product,  is  an  integrated  product 
designed  to  assist  the  management  of  a VM-based  data  center  by 
streamlining  operations,  managing  system  resources  and  protecting 
data.  It  combines  the  functions  of  its  component  products  and  adds 
capabilities  to  integrate,  manage,  and  extend  those  functions. 


. As  additional  related  products  of  the  company  are  released,  it  is 
the  company's  intention  to  integrate  them  into  VMCENTER  or 
to  offer  them  as  options  to  VMCENTER. 

. Since  its  release  in  December  1984,  VMCENTER  has  been  the 
company's  primary  product  and  is  central  to  its  marketing 
strategy. 

. VMCENTER  licenses  for  $39,000  for  IBM  and  compatible 
mainframes. 

. There  are  currently  439  VMCENTER  installations. 

VMBACKUP®  , released  in  December  1981,  is  an  automated  DASD 

backup  and  restore  facility  using  full  and  incremental  dumps. 

. The  permanent  license  fee  for  VMBACKUP  is  $9,000. 

. There  are  currently  979  VMBACKUP  installations. 

VMARCHIVE^  '^' , released  in  December  1982,  is  an  end  -user  archival 

storage  system  for  online  and  offline  storage  of  CMS  files. 

. The  permanent  license  fee  for  VMARCHIVE  is  $9,000. 

. There  are  currently  660  VMARCHIVE  installations. 

*T" 

VMTAPE  , released  in  September  1982,  is  a tape  drive  and  volume 

management  system. 


. The  permanent  license  tee  for  VMTAPE  is  $9,000. 

. There  are  currently  345  VMTAPE  installations. 

VMSCHEDULE®  , released  in  February  1983,  is  a work  scheduling 
system  that  optimizes  use  of  computer  resources  by  allowing  tasks  to 
be  scheduled  to  run  unattended  during  off-peak  hours. 

. The  permanent  license  fee  for  VMSCHEDULE  is  $9,000. 

. There  are  currently  141  VMSCHEDULE  installations. 

VMACCOUNT®  , released  m June  1984,  is  an  accounting,  reporting, 
and  chargeback  system  with  continuous  collection  and  realtime 
validation  of  data. 


o 
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. The  permanent  license  fee  for  VMACCOUNT  is  $12,500. 

. There  are  currently  178  VMACCOUNT  installations. 

VMSECURE  , released  in  July  1984,  is  a resource  access  control, 
directory  management,  and  disk  space  management  system  offering 
installation  defined  rules  for  system  access. 

. The  permanent  license  fee  for  VMSECURE  is  $14,000. 

. There  are  currently  1 19  VMSECURE  installations. 

VMSORT^  ^',  released  in  June  I 985,  is  a utility  program  to  rearrange  or 
merge  data  in  a user  specified  sequence. 

. The  permanent  license  fee  for  VMSORT  is  $7,500. 

. There  are  currently  42  VMSORT  installations. 

• In  1985,  1984,  and  1 983,  VMBACKUP  and  VMTAPE  represented  approximately 
23%,  45%,  and  72%,  respectively,  of  net  revenues.  The  company  anticipates 
that  such  percentages  will  continue  to  decline  in  the  future  primarily  as  a 
result  of  the  release  of  VMCENTER  in  December  1984. 

• Maintenance  and  support  services  provided  by  VM  Software  include  the 
following: 

Maintenance  and  enhancements  are  included  for  one  year  with  a 
perpetual  software  license.  For  each  year  thereafter  the  customer 
must  pay,  in  advance,  approximately  15%  of  the  current  license  fee  of 
the  product.  As  of  December  31,  1985,  approximately  93%  of  the 
company's  licensees  subject  to  renewal  had  continued  in  the  company's 
maintenance  and  enhancement  plan  after  the  expiration  of  such  one- 
year  period.  The  annual  maintenance  fee  for  VMCENTER  is  based  on 
the  maintenance  fees  for  its  component  products  and  is  approximately 
22%  of  the  current  VMCENTER  perpetual  license  fee. 

Customer  support,  including  problem  resolution  and  assistance  in 
product  installation,  is  provided  primarily  by  24-hour  telephone 
access.  No  on-site  support  to  customers  is  provided  because  the 
products  can  be  installed  and  operated  by  the  customer  with  telephone 
support. 

INDUSTRY  MARKETS 

• VM  Software's  products  are  marketed  across  industry  sectors.  The  company's 
clients  are  primarily  manufacturers,  financial  institutions,  oil  companies,  and 
government  agencies. 
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As  of  December  31,  1985,  VM  Software  had  licensed  one  or  more  of  its 
products  to  approximately  64%  and  25%  of  the  Fortune  50  and  500 
largest  industrial  corporations,  respectively. 

GEOGRAPHIC  MARKETS 


• Approximately  77%  of  VM  Software's  1985  revenue  was  derived  from  the 
U.S.  The  remaining  23%  was  derived  from  international  sources.  A three- 
year  summary  of  geographic  source  of  revenue  follows  ($  thousands): 


1985 

1984 

1983 

U.S. 

$13,929 

$ 8,956 

$4,275 

Foreign 

4,104 

2,143 

741 

Total 

$18,033 

$ 1 1,099 

$5,016 

The  company's  products  are  marketed  in  North  America  primarily  by  its  own 
employees  and  in  42  foreign  countries  by  I I independent  marketing  agents  on 
a nonexclusive  basis. 


VM  Software's  European  subsidiary  is  headquartered  in  the  U.K. 

IBM  also  has  worldwide  nonexclusive  rights  to  market  three  of  VM 
Software's  products. 

• Since  inception,  the  company  has  licensed  its  products  primarily  by  telephone 
(teleselling)  from  its  corporate  offices.  Telephone  contact  is  used  almost 
exclusively  from  the  initial  call  through  customer  acceptance.  The  company 
believes  that  its  skills  in  teleselling  result  in  lower  costs  per  product  license 
and  greater  market  coverage  per  sales  representative  than  would  be  experi- 
enced with  field  sales  techniques  and  geographically  dispersed  branch 
offices.  Teleselling  is  augmented  by  sales  seminars  conducted  for  prospects 
and  existing  customers  in  approximately  20  cities  in  North  America  each 
Spring  and  Fall.  Generally,  this  is  the  only  face-to-face  contact  between  the 
company's  sales  representatives  and  prospects  within  a given  territory. 

COMPUTER  HARDWARE  AND  SOFTWARE 


VM  Software  has  an  IBM  4381,  operating  under  VM,  installed  at  its  head- 
quarters for  research,  development,  and  support. 
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VALUE  COMPUTING,  INC. 

300  VCl  Building 
West  Marlton  Pike 
Cherry  Hill,  NJ  08002 
(609)  429-4200 


Vince  J.  Bannan,  President 
Private  corporation 
Total  employees:  45 
Total  revenues  fiscal  year  end 
9/30/78:  $3,300,000 


THE  COMPANY 

• Value  Computing,  Inc.  (VCl)  was  founded  in  Delaware  in  1969  as  a packaged 
software  vendor.  It  now  has  software  products  installed  at  approximately  750 
locations  in  the  U.S.,  Europe,  Canada,  and  Japan. 

• Revenues  increased  at  an  annual  average  rate  of  22.5%  between  fiscal  1976 
and  1978  from  $2.2  million  to  $3.3  million  while  net  profit  grew  at  a 53.8% 
rate  during  the  same  period  from  $300,000  to  $710,000.  Management  projects 
1979  earnings  of  $800,000  on  revenues  of  $3.75  million,  growth  of  12.7%  and 
1 3.6%  respectively. 

• Management  strategy  is  to  be  a major  software  house  but  not  to  restrict  its 
products  to  IBM  systems.  The  company  feels  that  as  mainframe  vendors 
increasingly  focus  on  software,  non-IBM  hardware  manufacturers  will  lack  the 
systems  house  support  currently  accorded  IBM  equipment.  VCl  feels  it  will  be 
available  to  take  advantage  of  this  growing  marketplace. 

• In  1 977,  25%  of  the  staff  was  in  marketing.  The  success  of  this  commitment 
to  marketing  is  shown  in  net  profit  being  maintained  at  approximately  21.5% 
of  total  revenues  in  fiscal  1978  and  fiscal  1979. 


KEY  PRODUCTS  AND  SERVICES 

• One  hundred  percent  of  VCl  revenues  derive  from  the  sale  of  utility  systems 
software  products  for  a variety  of  manufacturers'  medium  to  large  sized 
mainframes. 

• All  three  of  VCI's  major  software  packages  build  and  maintain  an  integrated, 
historical  data  base  for  use  by  computer  operations  staff.  The  packages  may 
be  used  separately  or  in  conjunction  with  each  other.  They  are:  Comput-A- 
Charge,  VALU-LIB  II,  and  Value  Scheduling  Programs. 

Comput-A-Charge,  a job  accounting  and  billing  program  with  two 
systems: 

. System  I (five  programs)  captures,  organizes,  and  maintains  all 
operational  and  job  accounting  data  in  a data  base  format. 
Output  includes  a historical  data  base,  component  usage,  and 
multiprogramming  factors. 
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. System  II  (two  programs)  combines  the  System  I data  base  with 
monetary  measures.  The  first  program  accepts  rates  for  billable 
resources  and  extends  monthly  and  yearly  costs  to  jobs  or  job 
steps  and  systems.  The  second  program  prorates  the  costs  of 
jobs  to  a number  of  users. 

VALU-LIB  II  is  a tape  library  management  system  allowing  the  user  not 
only  to  inquire  into  and  maintain  the  information  pertinent  to  tape 
library  operation  but  also  to  stay  current  with  all  OS/VS  tape  activity. 
Value  Scheduling  Systems.  These  include  data  center  scheduling  and 
CPU  scheduling  systems. 

• Other  DOS/ VS  products  the  company  terms  "Advanced  Functions,"  are; 

The  Partitioner  Balancer,  a CPU  and  I/O  internal  balancing  system  for 
IBM  DOS/VS  that  produces  better  servicing  of  partitions  and  speeds  up 
program  executions  by  20%  or  more. 

EASYSPACE,  a disk  space  management  system  for  IBM  DOS/ VS  that 
provides  partition  independence  for  temporary  disk  files  and  can  save 
from  20%  to  50%  of  the  disk  space  for  temporary  data  sets. 

File  Independence,  a file  enhancement  extension  for  the  IBM  DOS/ VS 
system  that  provides  OS  JCL  type  device  independence  without  having 
to  change  source  programs. 

3350  and  3330  II  Native  Mode  ISAM  Support,  an  IBM  DOS/VS  Release  34 
enhancement  that  allows  ISAM  files  to  operate  under  DOS/VS  without 
change  or  redesign  into  VSAM  files. 

• System  Management  Tool,  introduced  in  fiscal  1978,  is  an  on-line  performance 
tool  for  operations  and  systems  programmers  in  VS/  I , VM,  and  MVS  shops. 

• VCI  products  are  installed  at  750  locations,  including  150  European  sites.  They 
are  available  for  IBM,  Siemens,  Univac,  CDC,  DEC,  and  Burroughs  main- 
frames, but  not  presently  for  NCR. 


INDUSTRY  MARKETS  VCI  products  are  not  industry-dependent  and  are,  therefore, 
not  marketed  to  specific  industries.  Clients  are  from  most  industries. 


GEOGRAPHIC  MARKETS 

• Approximately  80%  of  total  revenues  are  produced  domestically  and  20%  are 
from  European  installations.  U.S.  sites  are  not  concentrated  in  any  specific 
region  but  follow  computer  population  concentrations. 

• Branch  offices  are  located  in  ten  cities;  Irvine  and  San  Francisco,  CA; 
Atlanta,  GA;  West  Hartford,  CT;  Hillside,  IL;  White  Plains,  NY;  Dallas,  TX; 
Toronto,  Ontario;  Oslo,  Norway;  and  Paris,  France. 
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COMPUTER  HARDWARE  AND  SOFTWARE  VC  I does  not  utilize  any  computer 
equipment  in  providing  its  products.  A remote  job  entry  system  is  used  for  testing 
and  product  development. 
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COMPANY  HIGHLIGHT 


VALUE  COMPUTING,  INC, 
300  VCI  Building 
West  Marlton  Pike 
Cherry  Hill,  NJ  08002 
(609)  429-4200 


Vince  J.  Bannan,  President 
Private  corporation 
Total  employees:  45 

Total  revenues,  fiscal  year 
end  9/30/77:  $3,000,000 


THE  COMPANY 

• Value  Computing,  Inc.  (VCI)  was  founded  in  Delaware  in  1969  as  a 
packaged  software  vendor.  It  now  has  software  products  installed 
at  approximately  750  locations  in  the  U.S.,  Europe,  Canada,  and 
Japan. 

• VCI  is  a rapidly  growing,  aggressive,  and  profitable  system  software 
house.  Revenues  increased  36%  between  1975  and  1976  from  $2.2 
million  to  $3  million  while  net  profit  grew  100%  during  the  same 
period  from  $300,000  to  $600,000.  The  company  expects  1978  earnings 
of  $800,000  on  revenues  of  $4.0  million,  growth  of  23%  and  33% 
respectively. 

• Management  strategy  is  to  be  a major  software  house  but  not  to 
restrict  its  products  to  IBM  systems.  The  company  feels  that  as 
mainframe  vendors  increasingly  focus  on  software,  non-IBM  hardware 
manufacturers  will  lack  the  systems  house  support  currently  accorded 
IBM  equipment,  VCI  feels  it  will  be  available  to  take  advantage  of 
this  growing  marketplace. 

• In  1977,  25%  of  the  staff  was  in  marketing.  The  success  of  this 
commitment  to  marketing  is  shown  in  net  profit  rising  from  14%  to 
22%  of  total  revenues  between  1976  and  1977. 


KEY  PRODUCTS  AND  SERVICES 

• One  hundred  percent  of  VCI  revenues  derive  from  the  sale  of  utility 
systems  software  products  for  a variety  of  manufacturers'  medium  to 
large  sized  mainframes. 

• All  three  of  VCI's  major  software  packages  build  and  maintain  an 
integrated,  historical  data  base  for  use  by  computer  operations  staff. 
The  packages  may  be  used  separately  or  in  conjunction  with  each  other. 
They  are: 
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- Comput-A-Charge , a job  accounting  and  billing  program  with  two 
systems . 

. System  I (five  programs)  captures,  organizes,  and  maintains 
all  operational  and  job  accounting  data  in  a data  base  format. 
Output  includes  a historical  data  base,  component  usage,  and 
multiprogramming  factors. 

System  II  (two  programs)  combines  the  System  I data  base  with 
monetary  measures.  The  first  program  accepts  rates  for 
billable  resources  and  extends  monthly  and  yearly  costs  to 
jobs  or  job  steps  and  systems.  The  second  program  prorates 
the  costs  of  jobs  to  a number  of  users. 

~ VALU— LIB  II  is  a tape  library  management  system  allowing  the  user 
to  not  only  Inquire  into  and  maintain  the  information  pertinent 
to  tape  library  operation  but  also  stay  current  with  all  OS/VS 
tape  activity. 

- Value  Scheduling  Systems.  These  include  a data  center  scheduling 
system  and  Easypack,  a disk  space  manager. 

Other  DOS/VS  products  the  company  terms  "Advanced  Functions,"  are: 

- The  Partition  Balancer,  a CPU  and  I/O  internal  balancing  system 
for  IBM  DOS/VS  that  produces  better  servicing  of  partitions  and 
speeds  up  program  executions  by  20%  or  more. 

- EASYSPACE,  a disk  space  management  system  for  IBM  DOS/VS  that 
provides  partition  independence  for  temporary  disk  files  and  can 
save  from  20%  to  50%  of  the  disk  space  for  temporary  data  sets. 

- File  Independence,  a file  enhancement  extension  for  the  IBM  DOS/ 

VS  system  that  provides  OS  JCL  type  device  independence  without 
having  to  change  source  programs. 

- 3350  and  3330  II  Native  Mode  ISAM  Support,  an  IBM  DOS/VS  Release 
34  and  greater  enhancement  that  allows  ISAM  files  to  operate  under 
DOS/VS  without  change  or  redesign  into  VSAM  files. 

VCI  products  are  installed  at  750  locations,  including  150  European 

sites.  They  are  available  for  IBM,  Siemens,  Univac,  GDC,  DEC,  and 

Burroughs  mainframes,  but  not  presently  for  NCR. 


INDUSTRY  MARKETS  VCI  products  are  not  industry-dependent  and  are  therefore 
not  marketed  to  specific  industries.  Clients  are  from  most  industries. 


GEOGRAPHIC  MARKETS 


Approximately  80%  of  total  revenues  are  domestically  produced  and  20% 
are  from  European  installations.  U.S.  sites  are  not  concentrated  in 
any  specific  region  but  follow  computer  population  concentrations. 
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• Branch  offices  are  located  in  nine  cities:  Irvine,  and  San  Francisco, 

CA;  Atlanta,  GA;  West  Hartford,  CT;  Hillside,  IL;  White  Plains,  NY; 
Dallas,  TX;  Toronto,  Canada;  Oslo,  Norway;  and  Paris,  France. 


COMPUTER  HARDWARE  AND  SOFTWARE  VCI  does  not  utilize  any  computer  equipment 
in  providing  its  products.  A remote  job  entry  system  is  used  for  testing 
and  product  development . 
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VALUE  COMPUTING  INC.  (VCI) 
300  VCI  Building 
West  Marlton  Pike 
Cherry  Hill,  N.J.  08002 
(609)  429-4200 


Vince  J.  Bannan,  President 

Private  corporation 

Computer  services  employees:  32 

Total  company  sales,  fiscal  year  end  9/76: 

$2,300,000 


OVERALL  ASSESSMENT: 

• Founded  in  1969,  VCI  was  one  of  the  early  vendors  to  specialize  100%  in 
system  software  products.  With  over  650  customers  to  date,  a historical 
sales  growth  rate  of  over  50%  per  year,  a prof it-before-tax  rate  in 
excess  of  20%  during  the  past  4 years,  and  no  debt,  VCI  has  solidly 
positioned  itself  as  an  important  supplier  of  software  products  for 
improving  data  center  operations. 

• Management's  strategic  plans  for  the  future  include  a continued  focus  on 
software  products  for  data  center  operations,  a slower  but  still  signifi- 
cant growth  rate  of  25%  per  year,  more  emphasis  on  the  DOS/VS  marketplace 
and  on  obtaining  more  non-IBM  government  business^  and  introduction 

of  a continuous  stream  of  new  products. 

• Like  many  leading  software  vendors  at  this  time,  VCI  faces  a maturing 
product  line  and  the  prospect  of  a late  seventies  announcement  of  a new, 
unknown  generation  of  computers.  However,  VCI's  good  market  position, 
the  in-depth  experience  of  its  top  management,  its  strategy  of  controlled 
growth,  and  its  emphasis  on  new  products,  all  provide  good  indications 
that  the  company  will  continue  to  enjoy  an  important  market  position  in 
the  years  ahead. 

KEY  PRODUCTS  AND  SERVICES : VCI  is  100%  dedicated  to  systems  software  products. 

Best  selling  software  products  are: 

• SYSTEM  III:  a computer  and  data  center  scheduling  system.  Produces 

schedules  for  day-to-day  operations  of  the  computer  itself  and  for  all 
work  stations  in  the  data  center.  First  installation  was  in  1969. 

Currently  priced  from  $11,000  to  $25,000.  Available  for  IBM  DOS,  OS,  VS; 
Burroughs  6700,  7700;  and  Univac  Series  70  computers.  Over  200  copies 
sold  in  the  U.S.  and  overseas. 

• COMPUT-A-CHARGE : a job  accounting  and  data  center  billing  system. 

Available  for  IBM  DOS,  OS,  VS,  Burroughs,  Univac,  Honeywell,  CDC,  and 
Siemens  computers.  The  system  was  first  introduced  in  1971  and  has 

sold  over  600  copies  to  date  worldwide.  Prices  range  from  $6,000  to  $9,000. 
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• VALU-LIB:  a tape  library  management  system  providing  both  batch  and 

on-line  facilities.  Initial  market  introduction  was  in  1973.  Avail- 
able for  IBM  OS,  VS  and  most  recently  for  IBM  DOS  and  DOS/VS.  Price 
per  copy  ranges  from  $7,500  to  $10,500.  Over  150  systems  have  been 
sold  worldwide. 

• EASYSPACE:  a disk  space  management  system  with  file  input/output 

extensions.  Introduced  in  1976  for  IBM  DOS/VS  only,  sixty  copies  have 
been  sold  to  date  at  prices  ranging  from  $4,600  to  $7,100. 

• VALU-GEN:  a specialized  report  writer  exclusively  for  use  with 

Value  Computing  software  products.  Introduced  in  1976  at  $1,000  to 
$2,000  per  copy.  Thirty  copies  have  been  sold  to  date. 


APPLICATIONS : VCI's  products  are  all  systems  oriented. 


I^fflUSTRY  MARKETS:  The  company  does  not  specialize  in  any  specific  markets 

However,  banking  and  insurance  customers  contribute  40%  of  VCI's  revenue, 
while  governmental  agencies  account  for  10%. 


GEOGRAPHIC  MARKETS: 


• Domestic  sales  are  distributed  in  close  proportion  to  the  computer 
population  eligible  to  use  VCI  products.  This  means  that  significant 
portions  of  revenues  come  from  the  Northeast  corridor,  the  Illinois- 
Michigan-Ohio  area  and  from  California.  Eighty  percent  of  VCI's  revenues 
come  from  the  USA,  with  the  balance  from  Europe,  Canada  and  Japan. 

• Sales  offices  are  located  in: 


Chicago,  Illinois 
Cherry  Hill,  New  Jersey 
Dallas,  Texas 
Hartford,  Connecticut 


Los  Angeles,  California 

New  York,  New  York 

San  Francisco,  California 


• Independent  representatives  are  located  outside  the  U.S.  in  Oslo, 
Norway;  Geneva,  Switzerland;  and  London,  England. 


COMPUTER  HARDWARE  AND  SOFTWARE:  VCI  has  an  on-site  terminal  at  its  Cherry 

ill  headquarters  through  which  it  accesses  a variety  of  external  computers 
tor  product  testing  and  development. 
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VANGUARD  TECHNOLOGIES 
INTERNATIONAL,  INC. 

One  Flint  Hill 
10530  Rosehaven  Street 
Fairfax,  VA  22003 
(703)  273-0500 


Dean  W.  Crawford,  Chairman  and 
President 

Public  Corporation,  AMEX 
Total  Employees:  1,145 
Total  Revenue,  Fiscal  Year  End 
1/31/87:  $38,435,000 


THE  COMPANY 

• Vanguard  Technologies  International,  Inc.,  founded  in  1979,  provides  a range 
of  professional  services  to  U.S.  government  agencies  and  government  prime 
contractors.  The  company's  services  include  the  development,  installation, 
and  maintenance  of  custom  application  software;  facilities  management; 
systems  integration;  and  document  storage  and  retrieval  "information 
services." 

• In  May  1986  Vanguard  made  an  initial  public  offering  of  approximately  1.2 
million  shares  of  common  stock,  of  which  554,000  shares  were  sold  by  the 
company  and  71  1,000  shares  were  sold  by  certain  stockholders.  Net  proceeds 
are  to  be  used  for  acquisitions  of  related  businesses  and  general  operating 
purposes. 

• Vanguard's  strategy  is  to  continue  to  provide  professional  services  to  the 
federal  government  as  its  primary  business,  accounting  for  more  than  90%  of 
its  contract  work.  Commercial  business  may  be  pursued  and  expanded, 
primarily  in  the  area  of  systems  integration. 

Increased  and  expanded  services  to  existing  clients  will  be  stressed, 
with  an  emphasis  on  contract  recompetes,  options,  and  add-ons,  as  well 
as  new  contract  awards  based  on  current  performance. 

New  expanded  service  areas  for  Vanguard  includes  systems  integration, 
ADP  facilities  studies  and  consulting,  and  equipment  maintenance 
management.  New  functional  areas  may  include  defense  and  financial 
systems  and  logistics. 

• Vanguard's  fiscal  1987  revenue  reached  $38.4  million,  a 48%  increase  over 
fiscal  1986  revenue  of  $25  million.  Net  income  rose  64%,  from  $1.4  million  in 
fiscal  1986,  to  $2.3  million  in  fiscal  1987.  A five-year  financial  summary 
follows: 
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VANGUARD  TECHNOLOGIES  INTERNATIONAL,  INC. 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


• Fiscal  1987  revenue  increases  resulted  primarily  from  an  increase  in  the 
number  of  contracts  performed  and  an  increase  in  the  average  contract  dollar 
amount. 


In  fiscal  1987  Vanguard  provided  services  under  41  contracts  with 
average  annual  revenues  of  $937,000,  as  compared  to  33  contracts  with 
average  annual  revenues  of  approximately  $788,000  in  fiscal  1986. 

During  fiscal  1987  Vanguard  was  awarded  one  customer  contract  that 
was  recompeted  and  nine  contracts  with  new  customers  (most  of  which 
did  not  commence  until  the  second  half  of  fiscal  1987).  These  nine  new 
contracts  represented  4%  of  fiscal  1987  revenue. 

On  April  I,  1987  Vanguard  acquired  Diversified  Data  Corporation  (DDC)  of 
Springfield  (VA)  for  $177,000  plus  contingent  payments  based  on  future  per- 
formance. 


DDC,  with  85  employees,  provides  engineering,  logistics,  and  proces- 
sing services  to  government. 

• Revenue  for  the  six  months  ending  July  31,  1987  reached  $26  million,  a 47% 
increase  over  $17.7  million  for  the  same  period  in  1986.  Net  income  for  the 
period  rose  39%,  from  $1.1  million  to  $1.5  million. 

• As  of  January  31,  1987,  Vanguard  had  1,145  employees.  Including  1,090  in 
contract  operations  and  55  in  corporate  management  and  administration. 
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• Major  competitors  include  Martin  Marietta,  Computer  Sciences  Corporation, 
Planning  Research,  Unisys,  and  a number  of  smaller  private  firms. 

KEY  PRODUCTS  AND  SERVICES 


• One  hundred  percent  of  Vanguard's  fiscal  1987  revenue  was  derived  from  its 
various  professional  services.  A three-year  summary  of  source  of  revenue  by 
specific  service,  as  provided  by  Vanguard,  follows  ($  thousands): 


Fiscal  Year 

1/87 

1/86 

2/85 

Item 

Revenue 

Percent 
of  Total 

Revenue 

Percent 
of  Total 

Revenue 

Percent 
of  Total 

Custom  application 
software 

$17,779 

46% 

$9,830 

38% 

$5,419 

33% 

Facilities  management 

13,017 

34 

8,908 

34 

5,247 

32 

Information  services 

4,596 

12 

4,883 

19 

4,139 

25 

Systems  integration 

3,043 

8 

2,391 

9 

1,701 

10 

Total 

$38,435 

1 00% 

$26,012 

100% 

$16,506 

100% 

• Vanguard  provides  professional  services  primarily  to  the  public  sector. 
Initially,  the  company  provided  consulting  services  to  federal  and  state  gov- 
ernment agencies  and  government  prime  contractors,  and  expanded  into 
facilities  management  during  its  first  year  of  operation.  As  customer  needs 
expanded,  the  company  broadened  its  service  base  to  include  applications 
software  analysis  and  development,  information  services,  and  systems  integra- 
tion projects. 

• Vanguard's  business  is  performed  under  fixed  price,  fixed  rate  labor  hour,  and 
cost  reimbursement  contracts.  The  company's  strategy  emphasizes  higher  risk 
fixed-price  and  fixed-rate  contracts,  which  usually  incorporate  a higher  rate 
of  return  than  cost  reimbursement  contracts,  as  indicated  below: 
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Percent  of  Revenue 


1/87 

1/86 

2185 

Fixed  price 

60% 

45% 

45% 

Fixed  rate 

27 

28 

17 

Cost  reimbursement 

J1 

27 

38 

1 00% 

100% 

100% 

• Approximately  46%  of  Vanguard's  fiscal  1987  revenue  was  derived  from 
custom  application  software  development.  Services  provided  in  this  area 
include  systems  requirements  definition,  systems  analysis  and  design,  pro- 
gramming, testing,  documenting,  and  training.  The  custom  applications 
systems  that  the  company  develops  are  owned  by  the  customer. 

Custom  systems  software  applications  provided  by  the  company  has 
included  financial  management,  administration,  supply,  personnel, 
logistics,  test  range  safety,  computer  aided  design/manufacturing 
(CAD/CAM),  security,  and  weapons  system  modernization. 

Vanguard  continues  to  provide  a range  of  services  under  a five-year 
task  order  contract  with  the  Internal  Revenue  Service  (IRS).  Project 
examples  include  the  following; 

. The  Integrated  Collections  System  Project  required  Vanguard 
personnel  to  develop  functional  specifications  and  the  design  for 
a new  system  to  aid  the  IRS  in  their  collection  of  overdue  tax 
returns. 

. Microcomputer  personnel  provided  extensive  Turbo  Pascal 
program  maintenance  support  to  the  IRS  Laptop  computer 
program,  which  allows  IRS  personnel  to  increase  the  number  of 
examinations,  improve  quality,  and  reduce  overhead  costs 
without  adding  additional  personnel  or  changing  the  way  tax- 
payers file  their  returns. 

. Under  the  same  contract.  Vanguard  applied  analytical  and 
technical  skills  to  the  evaluation  of  decision  support  systems  for 
the  budgeting  process,  the  design  of  office  automation  configur- 
ations for  improved  productivity  of  IRS  professional  staff,  and 
the  utilization  of  fourth  generation  languages  for  an  array  of 
applications. 

. Vanguard  data  communications  specialists  were  provided 
nationwide  in  each  of  the  ten  IRS  Service  Centers  to  assist  in 
maintaining  a high  level  of  network  availability  during  the  tax 
processing  season. 
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Under  contract  to  the  National  Capital  Region  of  the  General  Services 
Administration  (GSA),  Vanguard  performs  a range  of  data  base  devel- 
opment tasks.  A variety  of  systems  were  designed,  developed,  and 
implemented,  including; 

. Hardware  evaluation  and  design  of  an  integrated  data  base  for 
the  U.S.  Army  Information  Systems  Engineering  Command. 

. Design/development/implementation  of  Freedom  of  Information 
Act  Data  Entry  System  for  the  Food  and  Drug  Administration. 

. Data  base  support  and  maintenance  for  the  U.S.  Navy  Personnel 
Center. 

. Maintenance  and  enhancement  of  the  Enlisted  and  Officer 
Personnel  Information  Systems  for  the  U.S.  Army. 

. Design/development/instal  lotion  of  IBM  PC  systems  to  schedule 
and  monitor  classes  and  supplies  for  the  Defense  Mapping 
Agency  School. 

. Conversion  of  financial  management  systems  from  Univac 
COBOL  to  IBM  data  bases  for  the  Bureau  of  Public  Debt. 

. Support  for  maintenance  and  enhancements  to  the  Officer  and 
Enlisted  Personnel  Assignment  Systems  for  the  U.S.  Coast 
Guard. 

Under  another  contract  administered  by  the  GSA,  Vanguard  provided 
programming  support  to  the  U.S.  Navy  Fleet  Technical  Operations  in 
converting  their  data  base  to  an  on-line,  interactive  system  for  tech- 
nical report  generation.  Programming,  system  analysis,  and  documen- 
tation support  was  also  provided  to  the  Navy's  Pacific  Missile  Test 
Center.  The  Center  maintains  systems  for  ensuring  rapid  and  accurate 
billing  for  utilization  of  their  test  range  facilities.  Vanguard's  respon- 
sibilities included  the  maintenance  and  enhancement  of  a number  of 
these  automated  systems  for  tracking  manpower  utilization,  project 
and  financial  management,  personnel  training,  and  data  base  user 
problems. 

• Approximately  34%  of  Vanguard's  fiscal  1987  revenue  was  derived  from  facili- 
ties management  professional  services  to  various  government  agencies 
including  the  Departments  of  Transportation,  Defense,  Agriculture,  Labor, 
and  Treasury. 

Vanguard  has  provided  services  to  manage,  administer,  and  operate 
government  data  centers  since  1979.  As  of  January  31,  1987,  services 
were  being  provided  at  35  sites  nationwide,  including  15  sites  for  the 
U.S.  Department  of  Labor  and  5 sites  for  the  U.S.  Geological  Survey. 
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The  company  provides  resource  planning,  resource  accounting,  systems 
software  maintenance,  equipment  operations,  media  library  manage- 
ment, and  related  support  services. 

In  a broad-based  contract  with  the  Department  of  Transportation 
(DOT),  Vanguard  continued  its  responsibility  for  total  facility  manage- 
ment of  the  Transportation  Computer  Center,  a general  purpose  ADP 
facility  serving  DOT  Headquarters  and  its  many  field  organizations 
across  the  nation. 

. Vanguard  performed  resource  planning  and  resource  accounting 
services,  analyses  of  operating  systems  hardware  and  software, 
and  user  assistance,  training,  and  problem  resolution. 

. Specialists  have  provided  production  control  and  scheduling,  and 
maintenance  of  the  oveall  data  base  environment,  supporting 
over  2,000  system  users. 

. Data  processing  requirements  included  utilization  of  a variety  of 
computer  systems  in  widespread  DOT  facilities  for  both  on-line 
and  batch  computer  processing. 

Vanguard  has  provided  on-site  support  to  the  U.S.  Department  of  Labor 
(DOL)  in  computer  operations,  data  preparation,  and  data  entry. 

. The  work  involved  15  separate  sites  in  13  states  and  the  District 
of  Columbia,  with  each  site  linked  by  remote  access  to  the  DOL 
mainframe  computer  in  Washington,  D.C. 

. Services  included  operations  monitoring  and  reporting,  problem 
resolution,  and  the  installation  and  testing  of  new  software. 

. Complete  data  entry  and  data  preparation  services  were 
performed  by  Vanguard  personnel,  most  of  it  relating  to  complex 
medical  and  compensation  documentation.  Vanguard  also 
provided  clerical  and  accounting  services  for  the  review,  verifi- 
cation, validation,  and  tabulation  of  data. 

In  addition  to  supporting  equipment  maintenance  requirements  in  the 
course  of  broad-based  FM  and  Information  Services  contracts, 
Vanguard  offered  its  Equipment  Maintenance  Division  services  to 
clients  directly  as  a separate  area  of  contract  activity. 

. This  was  a new  area  of  focus  for  Vanguard  in  I 986,  originating  in 
the  expressed  desire  of  the  federal  government  to  streamline 
and  consolidate  its  current  diversity  of  maintenance  contracts. 

. The  company  began  its  activity  in  the  multi-vendor  environment 
where  a single  source  of  maintenance  support  was  being  sought 
by  government  agencies. 
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• Approximately  12%  of  Vanguard's  fiscal  1987  revenue  was  derived  from 
"information  services"— the  design,  development,  and  operation  of  large 
manual  systems  for  the  collection,  storage,  and  retrieval  of  paper  documents 
and  data— for  government  information  centers,  data  archives,  libraries,  record 
centers,  and  subscription  centers. 

At  the  Department  of  Commerce's  Patent  and  Trademark  Office, 
Vanguard's  document  specialists  respond  to  approximately  10,000 
requests  for  patent  and  trademark  technical  documentation  each  day. 
Users  include  inventors,  the  patent  community,  and  government 
agencies. 

. A key  feature  of  this  project  is  the  use  of  the  company's  mini- 
computer-based  information  system  to  manage  the  document 
storage  and  retrieval  activities.  The  system  provides  data  used 
in  controlling  inventory  and  production,  and  in  determining 
processing  volume.  It  also  provides  status  information  on  each 
request  to  ensure  rapid  response  to  all  users. 

. The  company  also  manages  the  patent  and  trademark  archives, 
which  contain  more  than  40  million  documents  and  Is  one  of  the 
largest  looseleaf  files  in  the  world.  It  is  the  primary  source  of 
disclosure  data  for  the  Patent  and  Trademark  Office  and 
contains  information  dating  from  the  18th  century. 

For  the  U.S.  Department  of  Agriculture  (USDA),  Vanguard  provided 
information  services  support  of  the  USDA  National  Agricultural 
Library  (NAL). 

. A 1986  new  contract  award  called  on  Vanguard  to  receive  and 
process  reader  requests,  maintain  all  photoduplication  and 
microform  reproduction  services,  process  microforms  and  loan 
materials,  and  shelve  an  average  of  I 1,000  publications  per 
month. 

. A delivery  service  was  also  created  by  Vanguard  to  improve 
service  for  USDA/NAL  patrons. 

Under  a contract  administered  by  GSA  and  supporting  the  mission  of 
the  U.S.  Air  Force  Avionics  Modernization  Program  (AMP),  Vanguard 
contributed  to  acquisition  efforts  for  hardware  and  software  modifica- 
tions to  the  F/EF/FB-III  weapon  system.  Specifically,  Vanguard 
prepared  Integrated  Logistics  Support  Plans,  engineering  studies,  and 
models  related  to  the  development  and  deployment  of  supportable, 
modified  FB-I  I I systems.  This  involved  the  design  and  maintenance  of 
extensive  automated  text  and  data  files  and  their  access  codes,  as  well 
as  development  of  tracking  systems  for  management,  configuration 
control,  and  review. 
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• Approximately  8%  of  Vanguard's  fiscal  1987  revenue  was  delved  from  systems 
integration  services. 

Services  offered  included  components  of  the  entire  system  integration 
functional  cycle,  from  site  selection  and  construction  through  the 
entire  hardware  and  software  specification,  selection,  acquisition,  and 
installation  process  to  operation,  maintenance,  and  training  support. 
Risk  assessments,  program  specifications,  documentation,  user 
manuals,  test  and  evaluation,  and  computer-aided  system  analysis  were 
all  offered  as  part  of  Vanguard's  overall  system  integration  capability. 

Special  applications  software  was  developed  for  personnel  and  payroll, 
financial  management,  scheduling,  inventory  control,  equipment  and 
manpower  management,  logistics,  and  other  specific  needs.  This 
specialized  software  was  integrated  into  systems  operations  and 
maintained  as  necessary. 

For  Rockwell  International,  Vanguard  undertook  to  integrate  a data 
collection  network  with  a large  existing  local  area  network  (LAN).  The 
groundwork  was  laid  in  1986  for  the  integration  of  more  than  300 
terminals  with  the  LAN  to  communicate  among  14  building. 

The  National  Economic  Research  Associates  (NERA),  a subsidiary  of 
Marsh  McLennan  Company,  selected  Vanguard  to  provide  a compelte 
data  center  capable  of  24-hour,  7-day-a-week  service.  Beginning  in 
August  1986,  Vanguard  constructed  a data  center  and  installed  an  IBM 
4381  computer,  in  ten  weeks,  to  serve  a nationwide  nework  of  users. 

Quaker  Oats  Company  selected  Vanguard  to  support  the  company 
during  its  relocation  to  a new  headquarters.  Vanguard  performed  work 
in  1986  to  allow  over  450  terminal  users  to  access  more  than  a dozen 
mainframes  and  minicomputers  without  disruption  or  degradation  of 
normal  operations. 

INDUSTRY  MARKETS 

• Nearly  all  of  Vanguard's  revenues  have  been  derived  from  contracts  with 
agencies  of  the  U.S.  government,  and  from  subcontracts  with  U.S.  government 
prime  contractors. 

During  fiscal  1987  Vanguard  derived  79%  of  its  revenue  from  prime 
contracts  and  21%  from  subcontracts  to  government  prime  contractors. 

• Vanguard  is  currently  providing  services  to  government  customers  such  as  the 
Departments  of  Transportation,  Housing  and  Urban  Development,  and 
Treasury;  the  General  Services  Administration  (GSA);  the  Federal  Communi- 
cations Commission;  other  civilian  agencies;  and  various  segments  of  the 
Department  of  Defense.  The  company  contracts  with  the  GSA,  as  the  central 
procurement  agency  for  the  government,  to  provide  services  to  other  govern- 
ment agencies. 
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For  fiscal  1987,  two  contracts  with  one  customer  at  the  U.S.  Depart- 
ment of  Transportation  accounted  for  approximately  18%  of  revenue; 
one  contract  with  the  U.S.  Department  of  Treasury  accounted  for 
approximately  15%  of  revenue;  and  one  subcontract  accounted  for 
approximately  10%  of  revenue. 

Of  these  contracts,  one  contract  with  the  Department  of  Transporta- 
tion was  completed  in  September  1986;  the  other  contract  with  this 
agency  has  an  option  extending  performance  through  September  1987; 
the  contract  with  the  Department  of  Treasury  has  options  extending 
through  June  1990;  and  the  subcontract  has  options  extending  perfor- 
mance through  July  1989.  Other  contracts  individually  represented  less 
than  10%  of  revenues. 

At  January  31,  1987,  the  company  had  35  active  contracts  with  33 
different  customers.  Of  these  33  customers,  30  were  government 
agencies  or  government  prime  contractors. 

• The  company  is  a subcontractor  to  government  prime  contractors,  such  as 
Rockwell  International,  Computer  Sciences  Corporation,  and  Planning 
Research  Corporation. 

GEOGRAPHIC  MARKETS 

• One  hundred  percent  of  Vanguard's  fiscal  1987  revenue  was  derived  from  the 

U.S. 

• The  company  has  employees  in  24  states  and  the  District  of  Columbia.  Most 
employees  assigned  to  customer  projects  are  located  at  the  customer  site. 

• Branch  offices  are  located  in  Ventura  (CA),  Boston  (MA),  Detroit  (Ml), 
Portsmouth  (NH),  and  Newport  (RI). 

COMPUTER  HARDWARE  AND  SOFTWARE 

• Vanguard  has  the  following  computers  installed  at  its  data  center  in  Fairfax: 

I IBM  4381,  operating  under  MVS. 

I Prime  9750,  operating  under  PRIMOS  (acquired  with  Diversified  Data 
Corporation  in  April  1987). 
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VERITY,  INCORPORATED  Dr.  Michael  Pliner,  Chairman 

1 550  Plymouth  Street  President,  and  CEO 

Mountain  View,  CA  94043  Total  Employees:  90 


(415)  960-7600 

Total  Revenue,  Fiscal  Year  End 
5/31/91:  $10,500,000* 

‘INPUT  estimate 

The  Company 

Verity,  Inc.,  addresses  the  emerging  worldwide  markets  for  text 
information  management  systems,  which  is  also  referred  to  as 
document  data  base  management  technology.  The  company  was 
founded  in  1988  as  a spin-  off  of  Advanced  Decision  Systems. 

• Its  initial  product,  TOPIC*^,  a full-text  document  retrieval 
product  with  an  expert  system-based  indexing  capability,  was 
shipped  in  June  1988. 

• Its  second  product,  TOPIC  Real-Time,  was  announced  in  April 
1990.  TOPIC  Real-Time  text-understanding  software  analyzes 
and  selectively  routes  on-line,  real-time  information  to  business 
professionals  based  on  specified  interest  profiles. 

• The  company  has  received  three  rounds  of  venture  capital 
financing  totalling  $12.2  million,  with  the  latest  round  procuring 
$3  million. 

• Verity  is  a strategic  marketing  partner  with  DEC,  Hewlett- 
Packard,  IBM,  Sun  Microsystems,  Calera,  Oracle,  Sybase, 

Ingres  (ASK  Computer),  Informix,  Lotus  Development, 
Interleaf,  Frame,  and  Dow  Jones. 

Competitors  of  TOPIC  include:  Information  Dimensions'  (a 
Batelle  subsidiary)  BASIS,  IBM's  Stairs,  Fulcrum's  Ful-Text,  CP 
International's  Status,  BRS  Search,  Gescan,  and  other  products 
based  on  a statistical  analysis  approach  to  full-text  search  and 
retrieval. 

June  1991 
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Key  Products  and 
Services 


Approximately  85%  of  Verity's  fiscal  1991  revenue  was  derived 
from  software  products  and  15%  from  professional  services 
consulting  and  customization  services. 

TOPIC  lets  users  search  and  retrieve  text  in  large  data  bases  using 
a special  set  of  capabilities  that  go  beyond  standard  Boolean 
search  techniques.  TOPIC  uses  a rule-based  approach  to  full-text 
document  retrieval,  based  on  a powerful  new  object-oriented 
query  language,  that  allows  for  conceptual  searching  for  text-based 
information. 

• There  are  three  principal  elements  to  the  product:  TOPIC 
Retrieval  Clients,  TOPIC  Database  Builder,  and  TOPIC 
Database  Servers. 

• For  each  user  query,  TOPIC  will  compute  the  degree  of 
relevance  to  every  document  in  the  data  base  and  present  the 
documents  sorted  by  their  relative  scores. 

• TOPIC  accomplishes  this  relevance  rating  by  using  "weighted" 
key  words  and  subtopics. 

• TOPIC  is  also  designed  for  a distributed  computing 
environment  where  files  exist  in  multiple  formats  on  multiple 
computers.  It  is  designed  to  run  in  a client/server  environment, 
and  can  retrieve  documents  from  personal  computers  and 
workstations,  as  well  as  from  department  computers  in  their 
native  formats. 

• Essentially,  TOPIC  represents  an  implementation  of  an  expert 
systems  approach  to  the  textual  search  market.  It  allows  for  a 
knowledgeable  user  at  a company  to  create  a library  of  topics 
selected  by  an  expert  on  a topical  area  and  thus  provides  casual 
users  with  access  to  a retrieval  expert's  knowledge.  Subject 
matter  for  indexing  is  defined  dynamically. 

• Another  product  strength  is  in  the  image  compression 
capability,  which  is  now  making  electronic  text  storage  very 
cost-competitive  with  paper  storage. 

• TOPIC  3.0,  shipped  in  May  1991,  features  support  for  six 
graphical  user  interfaces  (Microsoft  Windows  3.0,  Macintosh, 
Presentation  Manager,  OSF  Motif  for  the  X-Window  System, 
SunView,  and  Character  Mode).  Significant  extensions  support 
development  of  integrated  applications,  including  the 
TOPIQL™  command  line  interface. 
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• TOPIC  can  be  used  on  personal  computers,  minicomputers, 
and  mainframes,  and  in  networked  environments.  It  is 
currently  available  on  IBM  PCs  and  compatibles  (DOS,  OS/2, 
UNIX);  Apple  Macintosh  SE  and  II  Series;  DEC  VAX  (VMS), 
VAXstation  (VMS,  Ultrbc),  and  DECstation  (Ultrix);  Sun 
Microsystems'  Sun3,  Sun4/SPARC,  and  Sun  386i  (Sun  OS); 
IBM  RS/6000  (AIX);  Pyramid  90xx,  98xx  (OSx);  HP  9000/8xx 
(HP-UX);  MIPS  RC,  RS,  and  M Series  (RISC/os);  Fujitsu  M 
Series  (UTS/M);  and  ATc&T  3B2  (UNIX). 

• TOPIC  supports  most  major  networks,  including  Novell,  NFS, 
LAN  Manager,  Banyan,  3COM,  and  DECnet. 

• Verity  has  a Technology  Licensing  Agreement  with  DEC  and  is 
jointly  developing  DECs  NAS  Content  Based  Retrieval  Service 
(CBRS).  Verity  has  also  been  selected  as  the  standard  for 
automated  message  handling  systems  for  all  branches  of  the 
U.S.  Department  of  Defense  worldwide.  Hewlett-Packard 
selected  Verity  as  the  standard  document  management  and 
retrieval  component  for  HP's  NewWave  Office. 

TOPIC  Real-Time  is  designed  for  the  real-time  analysis  and 
dissemination  of  news  and  information.  Based  on  the  TOPIC 
document  retrieval  system,  TOPIC  Real-Time  looks  for  subjects 
(or  'Topics")  of  interest  rather  than  key  words.  The  product  is 
available  for  major  hardware  platforms  on  DOS,  OS/2,  UNIX, 
and  VMS. 

• A knowledge  base  of  Topics  defines  particular  subject  areas 
that  are  most  important  to  an  organization,  such  as  investments, 
companies,  competitors,  legislation,  or  suppliers. 

• TOPIC  Real-Time  connects  to  any  dynamic  information  source, 
such  as  a newswire,  intelligence  feed,  or  electronic  mail  system. 
Within  seconds  of  receiving  a new  document,  TOPIC  Real- 
Time  analyzes  the  content  of  the  text  to  determine  its  relevance 
to  each  user's  specific  interests.  It  then  notifies  every  interested 
user  that  important  news  has  arrived-either  to  a desktop 
TOPIC  client,  via  electronic  mail,  or  by  printing  the  document. 

• In  April  1990,  Verity  was  selected  as  an  Alliance  Developer  by 
Dow  Jones.  Verity  will  market,  deliver,  and  support  TOPIC 
Real-Time  in  conjunction  with  Dow  Jones'  DowVision 
information  service  to  Fortune  1000  businesses. 

Verity  also  offers  TOPIC  SQL-Bridge™,  an  interface  between 
TOPIC  and  SQL-based  RDBMSs,  including  ORACLE,  INGRES, 
SYBASE,  INFORMIX,  and  Rdb. 
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Verity  also  provides  related  professional  services  for  applications 
consulting,  custom  software  development,  and  systems 
implementation.  These  services,  as  well  as  training  and  education, 
are  provided  through  the  company's  Customer  Service  and 
Consulting  Division. 


The  company  markets  its  products  directly  to  organizations  in  the 
commercial  sector  that  are  dependent  on  the  quick  and  accurate 
retrieval  of  on-line  text  data.  TOPIC  is  also  marketed  through 
systems  integrators,  VARs,  and  OEMs. 

TOPIC  has  been  installed  at  companies  in  a number  of  different 
industries,  including  financial  services  and  telecommunications 
vendors,  the  federal  government,  and  the  pharmaceutical  industry. 

The  company  currently  has  over  350  customers  and  over  5,000 
seats  using  its  products  worldwide. 


Approximately  85%  of  Verity's  fiscal  1991  revenue  was  derived 
from  the  U.S.  and  15%  from  international  sources. 

U.S.  offices  are  located  in  Mountain  View  and  Glendale  (CA), 
Chicago,  Boston,  McLean  (VA),  and  New  York.  The  company 
also  has  an  office  in  Ottawa. 

During  late  1990,  Verity  launched  new  international  operations 
with  the  opening  of  Verity  Europe.  Headquartered  in  the 
Netherlands,  Verity  Europe  includes  Verity/UK  (London)  and 
Verity  Europe  Indirect  (London). 

• International  distributors  are  located  in  Belgium,  Norway, 
France,  Sweden,  Germany,  Australia,  and  New  Zealand. 

• International  revenue  is  growing  and  will  reach  35%  to  40%  of 
total  revenue  by  1993. 
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VERITY,  INCORPORATED 

1 550  Plymouth  Street 
Mountain  View,  CA  94043 
(415)  960-7600 


Dr.  Michael  Pliner,  Chairman 
President  and  CEO 
Total  Employees  40 
Total  Revenue,  Fiscal  Year  End 
6/30/89:  $4,500,000* * 

‘INPUT  estimate 


The  Company  Verity,  Inc.,  addresses  the  emerging  worldwide  markets  for  text 

information  management  systems,  which  is  also  referred  to  as 
document  data  base  management  technology.  The  company  was 
founded  in  1988  as  a spin-  off  of  Advanced  Decision  Systems. 

• Its  principal  product,  TOPIC,  a full-text  search  and  retrieval 
product  with  an  expert  system-based  indexing  capability,  was 
shipped  in  June  1988. 

• The  company  has  received  two  rounds  of  venture  capital 
financing  totalling  $9.6  million,  with  the  latest  round  procuring 
$6.4  million. 

• Verity  has  also  secured  a number  of  strategic  alliances  for  its 
products  with  four  leading  RDBMS  vendors  as  well  as  Sun 
Microsystems  and  Pyramid  Corp. 

Competitors  of  TOPIC  include:  Access  Softek's  Dragnet, 
Executive  Technologies'  SearchExpress,  Information  Dimensions' 
(a  BATELLE  subsidiary)  BASIS,  ZyLAB  Corp.'s  Zylndex, 
Ashton-Tate's  Turbosearch,  IBM's  Stairs,  and  other  products 
based  on  a statistical  analysis  approach  to  full-text  search  and 
retrieval. 


Key  Products  and  TOPIC  lets  users  search  and  retrieve  text  in  large  data  bases  using 
Services  a special  set  of  capabilities  that  go  beyond  standard  Boolean 

search  techniques.  TOPIC  uses  a rule-based  approach  to  full-text 
document  retrieval,  based  on  a powerful  new  object-oriented 
query  language,  that  allows  for  conceptual  searching  for  text-based 
information. 

• There  are  three  principal  elements  to  the  product:  TOPIC 
Retrieval  Clients,  TOPIC  Database  Builder,  and  TOPIC 
Database  Servers. 
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• For  each  user  query,  TOPIC  will  compute  the  degree  of 
relevance  to  every  document  in  the  data  base  and  present  the 
documents  sorted  by  their  relative  scores. 

• TOPIC  accomplishes  this  relevance  rating  by  using  "weighted" 
keyboards  and  subtopics. 

• TOPIC  is  also  designed  for  a distributed  computing 
environment  where  files  exist  in  multiple  formats  on  multiple 
computers.  It  is  designed  to  run  in  a client/server  environment, 
and  can  retrieve  documents  from  personal  computers  and 
workstations,  as  well  as  from  department  computers  in  their 
native  formats. 

• Essentially,  TOPIC  represents  an  implementation  of  an  expert 
systems  approach  to  the  textual  search  market.  It  allows  for  a 
knowledgeable  user  at  a company  to  create  a library  of  topics 
selected  by  an  expert  on  a topical  area  and  thus  provides  casual 
users  access  to  a retrieval  expert's  knowledge.  Subject  matter 
for  indexing  is  defined  dynamically. 

• Another  product  strength  is  in  the  image  compression 
capability,  which  is  now  making  electronic  text  storage  very 
cost-competitive  with  paper  storage. 

• TOPIC  2.0  was  introduced  in  June  1989.  It  feature  three  new 
capabilities:  support  for  real-time  information  sources, 
hypertext  facilities,  and  an  application  programming  interface 
(i^I)  for  third-party  developers. 

- Real-time  capability  provides  for  the  inputing  of 
text/information  automatically  as  it  becomes  available,  along 
with  a message-handling  and  document  classification  system. 

- Release  2.0  automatically  generates  topics  under  a topic-by- 
example paradigm. 

- Release  2.0  also  allows  for  individual  annotation  of 
documents. 
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Verity  also  offers  TOPIC  SQL-Bridge™,  an  interface  between 
TOPIC  and  SQL-based  relational  data  bases. 

TOPIC  can  be  used  on  personal  computers,  minicomputers,  and 
mainframes,  and  in  networked  environments.  It  is  currently 
available  on  the  complete  Digital  VAX  family  under  VMS  and 
ULTRIX,  the  complete  Sun  workstation  family  under  UNIX,  the 
Pyramid  9000  under  OSx,  MIPS  RISC  computers,  and  DOS-based 
systems.  In  addition,  it  is  being  ported  to  other  popular 
mainstream  platforms.  TOPIC  supports  most  major  networks, 
including  NFS,  Novell,  TOPS,  DECnet,  3COM,  and  Banyan. 

The  company  is  working  on  making  TOPIC  an  industry  standard. 

Verity  also  provides  related  professional  services  for  up-front 
consulting  and  systems  implementation. 


The  company  markets  its  products  directly  to  organizations  in  the 
commercial  sector  that  are  dependent  on  the  quick  and  accurate 
retrieval  of  on-line  text  data.  TOPIC  is  marketed  through  systems 
integrators,  VARs,  and  RDBMS  marketing  partners. 

TOPIC  has  been  installed  at  companies  in  a number  of  different 
industries,  including  financial  services  and  telecommunications 
vendors,  the  federal  government,  and  the  National  Science 
Foundation. 


Nearly  all  of  Verity's  recent  revenues  are  derived  from  the  U.S. 
However,  the  company  is  also  establishing  an  international 
marketing  presence. 
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Vendor  Profile 


A Publication  from  INPUT’S  Vendor  Analysis  Program 


February  1998 

Vertex  - 

Call  Center  Services 


For  Call  Center  services  in  the  U.K.,  contact: 
Vertex  House 

Greencourts  Business  Park 
Styal  Road 
Manchester  M22  5TX 

Tel:  +44(0)161  493  22  82 

Fax:  +44(0)161  493  22  70 

Internet:  http://www.vertex.co.uk 

E-mail:  sales@vertex.u-net.com 


The  following  profile  outlines  the  services 
and  support  offered  by  Vertex 
for  Call  Center  Services 


Company  Background 

Vertex  was  founded  in  April  1996.  The  company  is  a wholly  owned  subsidiary  of  United 
Utilities.  On  its  formation,  Vertex  acquired  the  support  capabilities  and  personnel  of  the  former 
utilities  North  West  Water  and  Norweb,  now  merged  into  United  Utilities. 

Vertex  has  strong  process  skills  in  the  utilities  sector,  which  it  is  now  attempting  to  leverage  to 
other  vertical  markets.  The  company’s  entrance  into  the  outsourcing  market  is  based  on  a wide 
process  management  knowledge  and  an  extensive  range  of  technology -based  support  services. 
Vertex  currently  manages  two  customer  call  centres  in  the  UK  (4  million  calls  and  2 million 
calls  per  anniim  respectively). 

Vertex  employs  over  10  experienced  customer  center  managers  who  have  collectively  been 
instrumental  in  the  building  and  rationalizing  of  more  than  twenty  different  call  centers  across 
various  industries  including  finance,  telecommunications,  home  shopping  and  leisure. 
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Call  Centre  Solutions 

Vertex  offers  call  center  solutions  based  on  various  technologies  for  the  following  major  services: 

• Call  management 

• Customer  information  management  (information  requests  and  explanation  of  clients’ 
policy) 

• Account  management 

• Billing  and  payment  queries 

The  major  technologies  supporting  Vertex  call  centers  operations  are: 

• Customer  Information  Fault  Management  System  (CIFMS) 

• Workforce  management  system  (Qmax) 

• Case-Based  Reasoning  (CBR) 

• Interactive  Voice  Recognition  (IVR) 

• Intranet 


• Automatic  Call  Distributors  (ACDs) 

• Knowledge  management  and  workforce  scheduling  systems 

The  Vertex  call  centers  handle  a variety  of  different  account  inquiries  ranging  from  change  of 
tenancy,  billing  and  payment  queries,  account  collection  and  delayed  pa3rment  arrangements, 
discolored  water  and  sewerage  problems  through  to  providing  energy  efficiency  advice  and  a 
fault  reporting  capability.  Vertex’s  products  and  services  reflect  the  diversity  of  the  expertise 
within  Vertex’s  organization.  Vertex  operates  a tailored  service  depending  on  the  clients 
requirements. 

Exhibit  1 shows  Vertex  main  call  center  activities  by  service  components. 

Exhibit  1 


Vertex  Call  Center  Major  Focus,  1997-2000 


1997 

2000 

Call  Collection/Processing 

Y 

5 

Calls  Routing/Reception 

Y 

5 

Field  Service  Support  and  Assistance 

Y 

5 

Debt  Chasing 

Y 

5 

Complaints  Handling 

Y 

5 

Telemarketing 

Y 

5 

Telesales/Sales  tracking 

Y 

5 

Customer  Information  Services 

Y 

5 

Complete  Call  Center  Service  Provision 

Y 

5 

1 = low , 5 = high  Source:  Vertex 
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Operations  and  Structure 

Vertex  also  employs: 

• 10  experienced  customer  centre  managers 

• 10  dedicated  Change  Agents  to  “re-engineer”  call  centres  to  a state  of  higher 
performance. 

Vertex  has  developed  a flat  management  structure  within  its  operational  business  units  and 
this  is  ideally  demonstrated  within  Vertex’s  Call  Center  structure; 

• 1 Profit  Center  Manager 

• 1 Call  Center  Manager 

• 1-2  Senior  Team  Leaders 

• 1-12  Team  Leaders  to  Customer  Service  Representatives  (CSRs). 

This  equates  to  less  than  1%  typical  management  overheads  as  a percentage  of  total  people 
resource. 

Exhibit  2 gives  an  overview  of  Vertex’  capabilities  in  the  UK. 

Exhibit  2 


Vertex  Call  Center  Capabilities  in  the  UK,  1997 


UK 

1997 

Total  number  of  locations 

2 

Average  number  of  agents 

380 

Supervisor  to  agent  ratios 

1/12 

Total  volume  of  calls  per  annum 

6.2  million 

Average  response  time 

11  seconds 

7/7  days  a week 

Yes 

Source:  Vertex 

Alliances  and  Partnerships 

Vertex  complements  its  approach  to  the  market  by  forming  technology  partnership  with 
Hewlett-Packard  especially  related  to  developing  software  solutions  and  technologies  for  the 
call  centre  market. 

References 

Vertex’s  references  in  call  centers  services  are  utilities  companies  (see  Exhibit  3).  The  objectives 
are  to  handle  the  incoming  telephone  inquiries  including  all  types  of  billing  and  pajunent 
queries,  account  collection  and  delayed  pa3rment  arrangements.  CSRs  also  provide  advice  when 
necessary. 

Major  Strengths 

• Large  variety  of  technologies  in  use  and  strong  technological  expertise 

• Process  management 

• Customer  service  vision 
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Company  Strategy  of  Development 

• Further  growth  in  utility  sector  and  entry  into  other  sectors 

• « Virtual  Call  Center  » 

• Overseas  expansion 
Exhibit  3 

Selected  Call  Centers  Case  Studies  - Vertex 


Customer 

Project  Date 

Project  Details 

North  West  Water 

1996 

Outsourcing 

Norweb 

1996 

Outsourcing 

Source:  Vertex 
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Cross  Industry:  Systenns  Software 


Virtual  Microsystems,  Inc. 

2 1 50  Shattuck  Avenue 
Suite  300 

Berkeley,  CA  94704 
(415)  841-9594 

CEO:  Gianluca  Rattazzi,  President 
Subsidiary  of:  ROSSDATA  Corporation 
Founded:  1982 

Employees:  50  ( 1 2/86) 

Revenue  (FYE  6/30/86):  $7,000,000* 


The  Company:  Virtual  Microsystems  Inc.  (Virtual  Micro)  develops  and  markets 
software  products  that  link  IBM  PCs  and  DEC  VAX  systems 

Sources  of  Revenue: 

Systems  Software  (65%) 

Hardware  (35%) 

Key  Products: 

Systems  Software 

• The  Bridge  allows  VAX  users  to  run  IBM  PC/AT  software  from  their  terminals 

• The  Network  Co-processor  links  VAX  hosts  to  any  MS-DOS  3.1  compatible 
network 

• V-Drive  allows  the  VAX  to  be  a file  server  for  the  IBM  PC.  V-Drive  is 
compatible  with  The  Bridge 

Target  Industries: 

Cross  industry  (100%) 

- Virtual  Micro  sells  its  products  as  office  automation  tools  and  targets  Fortune 
500  and  Fortune  100  companies  and  departments  within  these  companies 

Over  25%  of  the  Fortune  500  companies  have  Virtual  Micro  products  installed 

Geographic  Markets: 

- U.S.  (95%) 

- Non-U.S.  (5%) 

Sales  Offices:  During  1986  the  only  sales  office  was  in  Berkeley.  During  1987 

Virtual  Micro  will  use  the  existing  sales  offices  of  its  sister 
company  (Ross  Systems)  in  Boston  and  New  York 
Virtual  Micro  has  distributor  agreements  with  companies  in  Australia  and  the 

U.K. 


*Company  estimate 
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Significant  Events: 

- On  November  24,  1986,  Virtual  Micro  and  Ross  Systems  of  Palo  Alto  (CA)  merqed 
to  form  ROSSDATA  Corporation.  Both  Virtual  and  Ross  Data  will  continue^ to 
exist  as  separate  operating  companies,  while  ROSSDATA  will  provide  organiza- 
tional support. 

- Both  the  Network  Co-processor  and  V-Drive  were  introduced  in  the  fourth 
quarter  of  1 986 

Other: 

- Sales  of  hardware  co-processors  represents  35%  of  corporate  revenue;  however 
hardware  is  not  sold  separately 


o 


o 

December  1 986 
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VISICORP 

2895  Zanker  Road 
San  Jose,  CA  95134 
(408)  946-9000 


Daniel  Fylstra,  Chairman  and  President 
Private  Corporation 
Total  Employees:  210 
Total  Revenue,  Fiscal  Year  End 
12/31/83:  $40  million* 


THE  COMPANY 

• VisiCorp,  founded  in  1978  as  Personal  Software,  Inc.,  provides  applications 
software  products  for  microcomputers. 

The  company,  since  the  introduction  of  the  VisiCalc®  programs  in 
1979,  has  directed  its  efforts  to  marketing  financial  analysis,  business 
planning,  and  office  productivity  software  packages  for  micro- 
computers through  a network  of  independent  retail  distributors  and 
OEMs. 

In  February  1982  the  company  changed  its  name  from  Personal  Soft- 
ware, Inc.  to  VisiCorp  as  part  of  a major  marketing  thrust  to 
strengthen  corporate  brand  recognition. 

VisiCorp  established  Its  Service  Marketing  Organization  in  March  1983 
to  handle  book  publishing  and  seminar  programs,  produce  instructional 
diskettes,  and  to  provide  software  maintenance  for  users. 

In  April  1983  VisiCorp  acquired  Communications  Solutions,  Inc.  (CSI). 
Terms  of  the  acquisition  were  not  disclosed. 

. CSI,  which  is  located  in  San  Jose  (CA),  provides  consulting 
services,  educational  and  training  programs,  and  communi- 
cations software  that  operates  in  the  IBM  Systems  Network 
Architecture  (SNA)  environment. 

. CSI's  communications  software,  ACCESS/SNA^'”'  , also  enables 
non-IBM  hardware  to  operate  in  this  environment. 

. CSI  had  revenue  of  $3  million  at  the  time  of  acquisition. 

• VisiCorp  has  maintained  an  average  annual  growth  rate  of  approximately 
220%  since  its  founding  in  1978. 

INPUT  estimates  1983  revenue  reached  $40  million,  a 14%  increase 
over  1982  revenue  estimates  of  $35  million. 


* INPUT  Estimate 
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VIsiCorp  attributes  its  revenue  growth  to  its  new  microcomputer 
software  products  and  support  services  related  to  increasing  office 
productivity. 

• As  of  December  31,  1983,  VisiCorp  had  210  employees.  There  are  currently 
1 70  employees. 

• VisiCorp's  major  competition  is  from  Microsoft,  Lotus  Development  Corpora- 
tion, Ashton-fate,  and  QuarterDeck. 

KEY  PRODUCTS  AND  SERVICES 

• Virtually  all  of  VisiCorp's  fiscal  1983  revenue  was  derived  from  the  sale  of  its 
applications  software  products.  A small  percent  was  derived  from  the  Service 
Marketing  Organization's  products  and  services. 

• VisiCorp's  targeted  market  includes  individuals  who  direct  Forbes  2000 
companies,  their  middle  managers,  and  administrators;  managers  and  small 
business  executives  in  a variety  of  occupations;  and  lawyers,  doctors,  and 
other  professionals  involved  in  management-type  tasks. 

• VisiSeries^“’  is  VisiCorp's  family  of  applications  software  products.  The 
VisiCalc  electronic  spreadsheet,  the  first  in  the  series  was  introduced  in  the 
fall  of  1979  and  had  over  150,000  installations  after  two  years  on  the 
market.  Current  installations  number  over  650,000.  VisiCorp  has  exclusive 
distribution  rights  to  the  package,  which  was  developed  by  Daniel  Bricklin  and 
Robert  Frankston  of  Software  Arts. 

The  VisiCalc  financial  package  simplifies  the  building  of  numeric 
models.  VisiCalc's  matrix  display  assembles  data  into  tables  that  can 
be  manipulated  to  do  forecasting,  budgeting,  business  management, 
marketing,  sales,  and  engineering.  A recalculation  feature  allows  the 
user  to  change  any  number  in  the  model  and  all  numbers  affected  by 
the  change  are  instantly  recalculated  and  displayed. 

VisiCalc  sells  for  $250  for  the  Apple  II  and  II  Plus.  It  sells  for  $99  for 
the  Atari  800;  Commodore  PET,  CBM,  2001,  8032,  and  8096;  IBM 
Personal  Computer;  Hewlett-Packard  HP-85;  and  Radio  Shack  TRS-80. 

An  upgraded  version  of  VisiCalc  was  introduced  for  the  Apple  III  in 
June  1982,  and  for  the  Apple  lie  in  October  1983.  VisiCalc  Advanced 
Version  is  priced  at  $400  and  requires  I28K  bytes  of  memory,  a 
monitor,  and  one  external  disk  drive.  The  new  version  prevents  the 
inadvertent  destruction  of  templates  and  has  new  formatting  features 
to  allow  higher  quality  printing  of  reports. 

• In  November  1983  VisiCorp  acquired  exclusive  rights  to  Multisoft  Corpora- 
tion's StretchCalc  product  and  incorporated  it  into  VisiCalc  to  produce  an 
enhanced  version,  VisiCalc  IV.  The  program,  which  runs  on  the  IBM  PC,  XT, 
and  PCjr.,  is  priced  at  $250  and  includes  StretchCalc  graphics,  sorting. 
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spreadsheet  management,  and  key  saver  enhancements,  as  well  as  the  basic 
VisiCalc  features. 

• Other  VisiCorp  software  products  in  the  VisiSeries  include: 

Visi  0n^“-  , introduced  in  December  1983,  is  VisiCorp's  series  of  inte- 
grated applications  in  an  interactive  environment  that  allows  a 
personal  computer  user  to  work  with  any  number  of  applications  simul- 
taneously. 

. The  system,  which  is  a new  generation  of  programs  that  com- 
bines window  management  with  complete  applications/systems 
integration,  requires  512  kilobytes  of  random  access  memory 
(RAM),  a 5-megabyte  Winchester  hard  disk,  one  floppy  disk 
drive,  the  Visi  On  mouse  (a  pointing  device  that  enables  users  to 
select  windows  and  functions,  manipulate  data,  and  transfer 
data  between  windows),  and  graphics  support  capabilities. 

. Visi  On,  which  took  three  years  and  $10  million  to  develop,  runs 
on  the  following  microcomputers:  IBM  PC,  XT,  and  3270  PC; 
Wang  Professional;  Compaq  Plus;  Texas  Instruments  Profes- 
sional; Honeywell  7900;  Eagle  Spirit  and  PC  Plus;  and  other  IBM 
plug-compatible  systems. 

. The  system  uses  windows  enabling  users  to  work  on  several  tasks 
simultaneously.  Windows  appear  on  the  computer  screen  in  the 
same  way  as  sheets  of  paper  appear  on  one's  desk  and  can  be 
neatly  stacked  or  piled  on  top  of  each  other. 

. The  Visi  On  Applications  Manager,  priced  at  $95,  is  the 
operating  environment/unifying  element  ensuring  that  all  Visi 
On  applications,  including  those  developed  at  outside  software 
houses,  appear  the  same  to  the  user. 

The  Visi  On  environment  allows  for  the  complete  transfer 
of  data  from  one  application  to  another.  The  data 
compatibility  is  possible  with  all  applications  software  on 
the  Visi  On  system  due  to  the  open  system  design,  which 
allows  data  to  be  automatically  converted  to  the  Visi  On 
format  by  a built-in  conversion  program. 

. All  of  the  Visi  On  applications  can  be  integrated  into  each  other 
through  the  use  of  the  Applications  Manager.  Applications 
currently  available  include: 

Visi  On  Calc,  priced  at  $395,  is  a spreadsheet  package 
that  allows  the  production  and  automatic  consolidation  of 
large  spreadsheets,  creates  an  unlimited  number  of 
windows,  and  allows  users  to  run  several  application 
programs  simultaneously.  Other  features  include: 
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. A complete  set  of  financial  functions  including 
internal  rate  of  return,  present  value,  and  mort- 
gage pKiyments. 

. Easy-to-use  template  creation. 

. Natural  order  recalculation. 

. Extended  format  options  and  virtual  memory 

management. 

. Multi-key  sorting  functions  allowing  users  to 

arrange  information  In  any  order. 

Visi  On  Word,  priced  at  $375,  is  an  integrated  word 
processing  package  that  provides  users  with  the  tools 
necessary  to  prepare  professional  documents.  Visi  On 
Word  processes  single  documents  of  up  to  500  pages  and 
provides  access  to  any  page. 

. The  system  allows  users  to  set  line,  page,  and 
document  formats  and  to  review  on  the  screen 
type  enhancements  such  as  underlining,  bold, 
italics,  subscripts,  and  justification. 

Visi  On  Graph,  priced  at  $250,  is  a graphics  package  that 
automatically  scales  the  representation  of  data  within  a 
particular  window,  allows  users  to  add  titles,  labels, 
legends,  and  comments  at  any  location,  and  has  an  en- 
hancement option  that  provides  for  the  addition  of  grids, 
borders,  shading,  and  tick  marks  to  create  finality 
charts.  Other  features  include: 

. Graph  overlay  capabilities  to  demonstrate  rela- 
tionships. 

. Flexible  print  options,  print  preview  capabilities, 
and  full-color  printout  and  plotting. 

Visi  On  Query,  priced  at  $375,  is  a relational  data  base 
analysis  tool  that  enables  users  to  combine  information 
from  up  to  five  separate  files.  Data  can  then  be 
selected,  sorted,  viewed,  summarized,  and  formatted  into 
reports.  Other  features  include: 

. Tables  that  hold  up  to  65,000  records  with  up  to 
1 ,000  characters  per  record  and  256  characters  per 
field. 

. Interactive  manipulation  of  data  stored  in  tables. 

. VisiCalc-like  formulas  that  compute  information 
and  perform  required  calculations  including  arith- 
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metic  operations,  trigonometric  functions,  and 
data  manipulation. 

. Each  of  the  applications  has  Quickstart  courses  that  enable 
beginners  to  learn  how  to  use  the  Visi  On  tools  in  about  20 
minutes. 

. In  November  1983  VisiCorp  announced  that  IBM's  Entry  Systems 
division  in  Boca  Raton  would  begin  to  distribute  the  Visi  On 
System  and  Visi  On  applications  for  the  IBM  PC/XT.  These 
products  will  be  distributed  under  the  VisiCorp  brand  name 
through  IBM's  distribution  channels. 

FlashCalc"^  , Introduced  in  May  1984,  is  VisICorp's  new  spreadsheet 
product  for  Apple  II+,  lie,  and  Me  microcomputers.  It  is  priced  at  $99. 

VisiWord^  ”'  Plus,  introduced  in  April  1983,  is  a word  processing  system 
that  allows  users  to  format  and  edit  documents  and  correct  spelling 
errors.  The  system  draws  from  both  a 100,000  word  master  dictionary 
and  a 15,000  word  personal  dictionary  that  enables  users  to  include 
special  words  such  as  client  names  or  trade  jargon. 

. The  program  has  a spelling  memory  feature  that  stores  user 
spelling  and  typing  habits  and  makes  word  replacement  sugges- 
tions that  fit  an  individual's  writing  style. 

. VisiWord  Plus,  which  runs  on  the  IBM  PC,  XT,  and  Tl  Profes- 
sional, interfaces  with  other  VisiSeries  programs  such  as  Visl- 
Calc  and  VisiFile  and  is  priced  at  $195. 

VisiSchedule^  “’ , introduced  in  February  1982,  is  a project  planner 
featuring  a calendar  representation  of  start  and  stop  dates,  slack  time, 
holidays,  and  deadlines  for  160  different  tasks.  VisiSchedule  is  priced 
at  $149  for  the  Apple  II,  II  Plus,  and  III  microcomputers  and  $195  for 
the  IBM  PC  and  XT. 

VisiFile^  “ , introduced  in  September  1981,  is  a complete  file  manage- 
ment software  package  used  to  manage  inventory,  retail  stock,  patient 
records,  personnel  files,  and  accounts  receivable.  VisiFile's  Flex- 
Format  feature  allows  the  user  to  automatically  change  any  file's 
structure,  including  merging  files  or  creating  new  files  from  parts  of 
other  files,  without  reentering  existing  data.  VisiFile  is  priced  at  $129 
for  the  Apple  II  and  II  Plus  and  $149  for  the  IBM  Personal  Computer 
version. 

Visi  Trend/P  lot  ® , introduced  in  May  1981,  performs  trend  forecasting 
and  statistical  analysis  and  can  generate  line,  bar,  pie,  area,  and  high- 
low  graphs;  scatterplot  charts;  and  comparative  bar  graphics.  Visl- 
Trend  operations  include  moving  averages,  lags  and  leads,  exponential 
smoothing,  mathematical  transfers,  descriptive  statistics,  and  multiple 
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regression.  The  package  sells  for  $99  and  runs  on  Apple  II,  II  Plus,  and 
the  IBM  Personal  Computer. 

VisiTerm^“'  converts  the  user's  microcomputer  into  an  on-line 
terminal,  permitting  communication  to  other  microcomputers  or  larger 
computers.  By  allowing  access  to  other  computer  networks  and  data 
bases,  the  user's  microcomputer  may  transmit  and  receive  models, 
reports,  electronic  mail,  and  other  disk  file  information.  The  package 
is  priced  at  $100  and  runs  on  the  Apple  II  and  II  Plus. 

Desktop/PLAN  ^ “ , a financial  planning,  budgeting,  and  analysis 
package,  has  high-resolution  line  chart  and  bar  graph  production  capa- 
bilities. The  product  is  used  for  regularly  produced  financial  reports 
and  for  consolidation  across  departmental  budgets. 

. Desktop/PLAN  II  Is  available  for  the  Apple  II  and  II  Plus  and  is 
priced  at  $250.  Desktop/PLAN  III  is  available  for  the  Apple  III 
and  is  priced  at  $300. 

. In  June  1982  Desktop/PLAN  was  made  available  for  the  IBM 
Personal  Computer  and  is  priced  at  $300. 

VisiDex^  “’ , a personal  time  management  program,  allows  stored 
information  to  be  accessed  via  the  use  of  key  reference  words,  phrases, 
numbers,  or  dates.  A structured  filing  system  with  optional  keywords 
may  also  be  created.  Information  may  be  printed  as  lists,  memos,  or 
other  formats,  and  maintained  in  alphabetic,  numeric,  or  date  order. 
VisiDex  sells  for  $100  and  runs  on  the  Apple  II  and  II  Plus. 

VisiCorp's  various  joint  venture  and  corporate  activity  are  as  follows: 

In  March  1983  VisiCorp  and  Data  Resources  Inc.  introduced  a jointly 
developed  product,  VisILink,  a communications  software  package  that 
enables  users  to  access  Data  Resources'  economic  data  bases. 

. The  Data  Resources  data  base  is  downloaded  in  a VisiCalc 
format  enabling  users  to  integrate  the  economic  data  into  their 
own  personal  worksheets  for  analysis. 

VisiCorp  and  Informatics  General  announced  in  May  1983  a joint  devel- 
opment agreement  that  consists  of  a cooperating  pair  of  communi- 
cations software  products,  VisiAnswer  and  Answer/DB.  These  packages 
enable  microcomputer  users  to  extract  data  residing  on  a company's 
centralized  IBM  mainframe. 

. VisiAnswer  enables  the  microcomputer  user  to  formulate  queries 
and  to  select  desired  data.  Answer/DB  then  selects  and  extracts 
the  data  from  any  data  base  maintained  on  the  mainframe, 
summarizes  it,  and  downloads  the  data  to  the  microcomputer. 
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. Answer/DB,  which  provides  access  to  IMS,  IDMS,  VSAM,  ISAM, 
and  other  data  bases,  currently  operates  under  an  I MS/DC  TP 
monitor  and  runs  on  the  IBM  PC  or  operates  with  Visi  On.  A 
typical  configuration  of  the  product  consisting  of  an  Answer/DB 
module  for  one  mainframe  and  VisiAnswer  for  50  micro- 
computers is  priced  at  $45,000. 

VisiCorp,  Xerox,  and  3Com  announced  plans  in  May  1983  for  a joint 
venture  to  hook  up  VisiCorp's  Visi  On  user  interface  to  the  Xerox 
Ethernet  local  area  network  (LAN)  on  IBM  PCs. 

. Xerox  will  supply  software  compatible  with  Visi  On  to  perform 
electronic  printing,  filing,  and  mailing;  however,  VisiCorp  will 
assume  the  major  sales  responsibility  for  the  products. 

. 3Com  will  supply  the  hardware  board  that  makes  a direct  con- 
nection between  the  IBM  PC  and  Ethernet  as  well  as  the  soft- 
ware protocols  for  dealing  with  the  network. 

. In  October  1983  LAN  versions  of  VisiCalc  IV  and  VisiWord 
became  available  and  are  currently  being  distributed  as  part  of 
the  3Com  Ether  Series  LAN. 

Applied  Data  Research  announced  in  July  1983  its  plan  to  develop  and 
market  its  mainframe  software  to  support  the  Visi  On  system. 

Also  in  July  VisiCorp  became  the  first  licensee  of  the  MicroCom  Net- 
working Protocol  (MNP),  a proposed  standard  communications  protocol 
for  transferring  data  files  over  dial-up  telephone  lines. 

VisiCorp's  Service  Marketing  Organization  provides  the  following  products  and 
services; 

VisiPress,  a book  publishing  operation,  markets  an  ongoing  series  of 
texts  that  provide  information  on  the  various  applications  of  the  Visi- 
Series  product  line.  VisiCorp  has  a distribution  agreement  with 
Random  House. 

VisiTutor,  a series  of  instructional  diskettes,  enables  users  to  learn, 
within  a few  hours,  how  to  use  VisiSeries  products.  Diskettes  currently 
available  are  lessons  in  VisiCalc,  VisiCalc  Advanced  Version,  and 
VisiWord.  These  products  are  marketed  through  computer  retail  stores. 

VisiTraining,  a professional  seminar  program,  introduces  corporate 
executives  and  business  professionals  to  the  operation  and  application 
of  microcomputer  hardware  and  software.  The  seminars  are  conducted 
at  user  facilities. 

The  software  maintenance  program  provides  users  an  opportunity  to 
talk  directly  to  a service  marketing  technician  and  to  get  up-to-date 
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information  on  products  and  applications.  Extended  warranties  on 
diskettes,  a toll-free  hotline  number  (dealers  only),  and  monthly  news- 
letters are  also  available. 

INDUSTRY  MARKETS 

• VisiCorp  products  are  marketed  directly  to  retail  stores  through  VisiCorp's 
sales  force,  manufacturer's  representatives,  and  distributors. 

This  dealer  network  includes  over  1,000  independent  domestic  com- 
puter retail  stores;  the  Radio  Shack/Tandy  chain;  IBM  and  Xerox  retail 
outlets;  the  franchise  networks  of  Computer  land  and  Team  Electronics; 
Sears,  Roebuck  and  Company;  and  1 ,000  retail  stores  abroad. 

• Visi  On  Series  end  users  include  executives,  managers,  and  professionals  in  all 
industry  sectors.  VisiSeries  end  users  are  "high-end  home  computer  users"  and 
"casual  business  computer  users." 

GEOGRAPHIC  MARKETS 

• VisiCorp's  1983  revenue  was  derived  approximately  as  follows; 

U.S.  85% 

International  15 

100% 

• VisiCorp  has  regional  sales  offices  in  Boston  and  Dallas,  and  international 
sales  offices  in  Paris  and  London. 

• In  November  1983  VisiCorp  started  its  Major  Accounts  Program  that  enables 
qualified  computer  retailers,  OEMs,  and  value-added  resellers  to  sell  large 
corporate  accounts  such  as  Forbes  1000  firms  at  competitive  margins.  Under 
the  plan  products  purchased  through  dealers  will  be  shipped  to  the  users 
directly  from  VisiCorp. 

COMPUTER  HARDWARE  AND  SOFTWARE 

• VisiCorp  uses  microcomputers  and  minicomputers  from  various  vendors, 
including  Apple,  Commodore,  Radio  Shack,  IBM,  Atari,  and  Hewlett-Packard, 
for  research  and  development  purposes  at  its  San  Jose  headquarters. 
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2895  Zanker  RcKid 
San  Jose,  CA  95134 
(408)  946-9000 


Daniel  Fylstra,  Chairman 
Terry  Opdendyk,  President 
Private  Corporation 
Total  Employees:  100 
Total  Revenue,  Fiscal  Year  End 
12/31/81;  $20,000,000* 


THE  COMPANY 

• VisiCorp  was  founded  in  1978  as  Personal  Software,  Inc.  to  provide  applica- 
tions software  for  personal  computers. 

Since  the  introduction  of  the  VisiCalc®  program  in  1979,  the  company 
has  directed  its  efforts  to  marketing  financial  analysis  and  business 
planning  software  packages  for  microcomputers  through  a network  of 
independent  retail  distributors. 

In  February  1982,  the  company  changed  its  name  from  Personal  Soft- 
ware to  VisiCorp  as  part  of  a major  marketing  program  to  strengthen 
corporate  brand  recognition. 

• VisiCorp  management  estimates  fiscal  1981  revenue  reached  nearly  $20 
million,  a 500%  increase  over  1980  estimated  revenue  of  $4  million. 

VisiCorp  attributes  rapid  revenue  growth  to  the  availability  of  its 
products  on  the  IBM  Personal  Computer  and  its  continued  support  of 
Apple  microcomputers. 

The  company  estimates  1982  revenue  will  reach  $30  million. 

In  April  1982,  VisiCorp  received  $6.2  million  in  venture  capital.  In 
March  1981,  $2.1  million  in  financing  was  provided  by  six  venture 
capital  groups  to  help  fund  the  company's  anticipated  rapid  growth. 

• As  of  December  31,  1981,  VisiCorp  employed  100  persons.  The  company 
currently  has  160  employees,  divided  as  follows: 


Marketing 

50 

Software  development 

63 

Operations,  production. 

and  administration 

47 

160 

• Major  competitors  include:  Lifeboat  Associates,  MicroPro  International 

Corporation,  Sorcim  Corporation,  and  Software  Publishing  Corporation.  Other 


*Company  estimate 
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competition  comes  from  small  software  producers  having  one  major  product 
on  the  market. 

KEY  PRODUCTS  AND  SERVICES 

• One  hundred  percent  of  VisiCorp's  1981  revenue  was  derived  from  applications 
software  products. 

• VisiCorp's  targeted  market  includes  individuals  who  direct  Fortune  1000 
companies;  their  middle  managers  and  administrators;  managers  and  small 
business  executives  in  a wide  range  of  occupations;  and  lawyers,  doctors,  and 
other  professionals  involved  In  management-type  tasks.  Technical  or 
programming  expertise  Is  not  required  of  the  user. 

• VisiSerles,  VisiCorp's  integrated  product  line,  revolves  around  the  VisiCalc 
financial  package.  The  company  has  exclusive  distribution  rights  to  the 
package,  which  was  developed  by  Daniel  Bricklin  and  Robert  Frankston  of 
Software  Arts.  Introduced  in  the  fall  of  1979,  VisiCalc  had  over  150,000 
installations  after  two  years  on  the  market.  Current  installations  number 
over  400,000. 

The  VisiCalc  financial  package  simplifies  the  building  of  numeric 
models.  VisiCalc's  matrix  display  assembles  data  into  tables  that  can 
be  manipulated  to  do  forecasting,  budgeting,  business  management, 
marketing,  sales,  and  engineering.  A recalculation  feature  allows  the 
user  to  change  any  number  in  the  model  and  all  numbers  affected  by 
the  change  are  instantly  recalculated  and  displayed. 

. VisiCalc  sells  for  $250  and  runs  on  the  following  microcom- 
puters: Apple  II  and  II  Plus;  Atari  800;  Commodore  PET,  CBM, 
2001, 8032,  and  8096;  IBM  Personal  Computer;  Hewlett-Packard 
HP-85;  and  Radio  Shack  TRS-80. 

. In  June  1982,  an  upgraded  version  of  VisiCalc  was  introduced  for 
the  Apple  III.  VisiCalc  Advanced  Version  is  priced  at  $400  and 
requires  I28K  bytes  of  memory,  a monitor,  and  one  external  disk 
drive.  The  new  version  prevents  the  inadvertent  destruction  of 
templates  and  has  new  formatting  features  to  allow  higher 
quality  printing  of  reports. 

• Other  VisiCorp  software  products  in  the  VisiSeries  include: 

Desktop/PLAN^  a financial  planning,  budgeting,  and  analysis  pack- 
age, has  high-resolution  line  chart  and  bar  graph  production  capabili- 
ties. The  product  is  used  for  regularly  produced  financial  reports  and 
for  consolidation  across  departmental  budgets. 

. Desktop/PLAN  II  is  available  for  the  Apple  II  and  II  Plus  and  is 
priced  at  $250. 
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. Desktop/PLAN  III  is  available  for  the  Apple  III  and  is  priced  at 
$300. 

. In  June  1982,  Desktop/PLAN  was  made  available  for  the  IBM 
Personal  Computer  and  is  priced  at  $300. 

VisiDex^^-,  a personal  time  management  program,  allows  stored  infor- 
mation to  be  accessed  via  the  use  of  key  reference  words,  phrases, 
numbers,  or  dates.  A structured  filing  system  with  optional  keywords 
may  also  be  created.  Information  may  be  printed  as  lists,  memos,  or 
other  formats,  and  maintained  in  alphabetic,  numeric,  or  date  order. 
VisiDex  sells  for  $250  and  runs  on  the  Apple  II,  II  Plus,  and  the  IBM 
Personal  Computer. 

VisiPiot"^”-,  introduced  in  April  1981,  is  a menu-driven  package  that 
generates  line,  bar,  pie,  area  and  high-low  graphs,  scatterplot  charts, 
and  comparative  bar  graphics.  Graphs  and  charts  may  be  produced  in 
six  different  formats  and  six  different  colors.  The  user  can  overlay 
graphs  for  more  than  one  data  series,  combine  and  split  graphs  for  side- 
by-side  comparison,  or  display  graphs  together.  VIsiPlot  is  used  to 
perceive  business  trends  and  interrelationships  and  for  the  preparation 
of  charts  for  presentations  and  proposals.  The  package  sells  for  $200 
and  runs  on  Apple  II  and  II  Plus  microcomputers. 

VisiTrend/Plot^*^',  introduced  in  May  1981,  performs  trend  forecasting 
and  statistical  analysis.  Results  of  the  analyses  may  be  graphed  using 
all  the  VisiPlot  graphics  features.  VisiTrend  operations  include  moving 
averages,  lags  and  leads,  exponential  smoothing,  mathematical  trans- 
fers. descriptive  statistics,  and  multiple  regression.  The  package  sells 
for  >300  and  runs  on  Apple  II,  II  Plus,  and  the  IBM  Personal  Computer. 

VisiTerm"'^^-  converts  the  user's  microcomputer  into  an  on-line  ter- 
minal, permitting  communication  to  other  microcomputers  or  larger 
computers.  By  allowing  access  to  other  computer  networks  and  data 
bases,  the  user's  microcomputer  may  transmit  and  receive  models, 
reports,  electronic  mail,  and  other  disk  file  information.  The  package 
is  priced  at  $100  and  runs  on  the  Apple  II  and  II  Plus. 

VisiFile''’ introduced  in  September  1981,  is  a complete  file  manage- 
ment software  package  used  to  manage  inventory,  retail  stock,  patient 
records,  personnel  files,  and  accounts  receivable.  VIsiFile's  Flex- 
Format  feature  allows  the  user  to  automatically  change  any  file's 
structure,  including  merging  files  or  creating  new  files  from  parts  of 
other  files,  without  re-entering  existing  data.  VisiFile  is  priced  at  $250 
for  the  Apple  II  version  and  $300  for  the  IBM  Personal  Computer  ver- 
sion. 

VisiSchedule^  introduced  in  February  1982,  is  a project  planner 
featuring  a calendar  representation  of  start  and  stop  dates,  slack  time, 
holidays,  and  deadlines  for  160  different  tasks.  VisiSchedule  is  priced 
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at  $300  and  is  available  for  the  Apple  II,  II  Plus,  and  III  microcom- 
puters. 

• In  mid- 1 982,  VisiCorp  announced  an  agreement  with  Data  Resources,  Inc. 
(DRI)  to  provide  DRI's  economic  and  business  data  to  personal  computer  users. 

VisiCorp  and  DRI  have  developed  VisiLink^”-,  a software  product 
designed  to  allow  access  to  DRI  data  bases.  Data  is  downloaded  in 
VisiCalc  format. 

VisiLink,  introduced  in  November  1982,  is  priced  at  $250  and  runs  on 
the  Apple  II  and  II  Plus. 

• VisiCorp  is  developing  a word  processing  program,  VisiWord^“',  scheduled  for 
availability  by  January  1983.  Initially,  VisiWord  will  be  available  for  the  IBM 
Personal  Computer. 

• The  company  also  has  plans  to  support  the  new  Professional  300  series  of 
personal  computers  manufactured  by  Digital  Equipment  Corporation  (DEC). 
Several  of  VisiCorp's  software  products  will  be  available  for  the  DEC  ma- 
chines during  the  first  quarter  of  1983. 

INDUSTRY  MARKETS 

• VisiCorp  products  are  marketed  directly  to  retail  stores  through  VisiCorp's 

' sales  force,  manufacturer's  representatives,  and  distributors. 

This  dealer  network  includes  over  2,200  independent  domestic  com- 
puter retail  stores;  the  8,000-store  Radio  Shack/Tandy  chain;  the  newly 
established  IBM  and  Xerox  retail  outlets;  the  franchise  networks  of 
Computerland  and  Team  Electronics;  Sears,  Roebuck  and  Company;  and 
1,000  retail  stores  abroad. 

• End  users  Include  executives,  managers,  and  professionals  in  all  industry 
sectors. 

GEOGRAPHIC  MARKETS 

• VisiCorp's  1981  revenue  was  derived  as  follows: 

United  States  90% 

International  10 

100% 

• VisiCorp  has  regional  sales  offices  in  Boston,  Dallas,  and  Los  Angeles  and  an 
international  sales  office  in  Paris. 

COMPUTER  HARDWARE  AND  SOFTWARE 

• VisiCorp  uses  microcomputers  manufactured  by  Apple,  Commodore,  Radio 
Shack,  IBM,  Atari,  and  Hewlett-Packard  for  research  and  development  pur- 
poses at  its  San  Jose  headquarters. 
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COMPANY  HIGHLIGHT 


PERSONAL  SOFTWARE,  INC. 

1330  Bordeaux  Drive 
Sunnyvale,  CA  94086 
(408)  745-7841 


Daniel  Fylstra,  Chairman 
Terry  Opdendyk,  President 
Private  Corporation 
Total  Employees:  100 
Total  Revenue,  Fiscal  Year  End 
12/31/80:  $4,000,000* 


PRINCIPAL  BUSINESS 

• Personal  Software,  Inc.  (PSI),  formed  in  February  1978  by  Daniel  Fylstra, 
markets  financial  analysis  and  business  planning  software  packages  for  micro- 
computers through  a network  of  independent  retail  distributors. 

FINANCIALS 

• As  one  of  the  first  firms  to  offer  microcomputer  software  packages  using  mass 
marketing  techniques,  PSI  has  achieved  highly  successful  growth  rates  in 
excess  of  200%  per  year. 

PSI  estimates  its  1981  revenue  will  be  over  $12  million. 

• In  April  1980,  PSI  received  $500,000  in  venture  capital.  In  March  1981,  the 
company  made  a private  placement  of  $2.1  million  of  its  stock  with  six 
venture  capital  groups. 

EMPLOYEES 

• Personal  Software's  100  employees  are  divided  approximately  as  follows: 


Marketing 

34 

Software  development 

33 

Operations/production 

33 

100 

SOURCE  OF  REVENUE 

100%  Software  products. 

PRODUCTS  AND  SERVICES 

• PSI's  line  of  business  and  financial  software  packages  are  marketed  primarily 
to  professionals  using  a microcomputer  as  a management  aid  and  executive 
tool.  Technical  or  programming  expertise  is  not  required  of  the  user. 


♦Company  estimate 
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Software  is  either  developed  in-house,  subcontracted,  or  edited, 
developed,  and  published  by  PSI  after  being  submitted  by  independent 
programmers. 

• PSI's  integrated  product  line  revolves  around  the  VisiCalc^“  financial  package. 
The  company  has  exclusive  distribution  rights  to  the  package,  which  was 
developed  by  Daniel  Bricklin  and  Robert  Frankston  of  Software  Arts.  Intro- 
duced in  the  fall  of  1979,  VisiCalc  had  over  100,000  installations  after  18 
months  on  the  market.  Current  installations  number  150,000. 

The  VisiCalc  financial  package  simplifies  the  building  of  numeric 
models.  VisiCalc's  matrix  display  assembles  data  into  tables  that  can 
be  manipulated  to  do  forecasting,  budgeting,  business  marxjgement, 
marketing,  sales,  engineering,  etc.  A recalculation  feature  allows  the 
user  to  change  any  number  in  the  model  and  all  numbers  affected  by  the 
change  are  instantly  recalculated  and  displayed. 

. VisiCalc  sells  for  $200  and  runs  on  the  following  micro- 
computers: Apple  II  and  II  Plus;  Atari  800;  Commodore  PET, 

CBM,  and  8032;  IBM  Personal  Computer;  Hewlett-Packard  HP- 
85;  and  Radio  Shack  TRS-80. 

• Other  PSI  software  packages  run  on  Apple  II  and  II  Plus  microcomputers  and 
include: 

Desktop/PLAN  11^“  , a financial  planning,  budgeting,  and  analysis 
package,  has  high-resolution  line  chart  and  bar  graph  production 
capabilities.  The  product  is  used  for  regularly  produced  financial 
reports  and  for  consolidation  across  departmental  budgets.  Desktop/ 
PLAN  II  is  priced  at  $200. 

VisiDex^*^  , an  electronic  filing  system,  allows  stored  information  to  be 
accessed  via  the  use  of  key  reference  words,  phrases,  numbers,  or 
dates.  A structured  filing  system  with  optional  keywords  may  also  be 
created.  Information  may  be  printed  as  mailing  labels,  lists,  memos,  or 
in  other  formats,  and  maintained  in  alphabetic,  numeric,  or  date  order. 
VisiDex  sells  for  $200. 

VisiPlot^ , introduced  in  April  1981,  is  a menu-driven  package  that 
generates  line,  bar,  pie,  area  and  high-low  graphs,  scatterplot  charts, 
and  comparative  bar  graphics.  Graphs  and  charts  may  be  produced  in 
six  different  formats  and  six  different  colors.  The  user  can  overlay 
graphs  for  more  than  one  data  series,  combine  and  split  graphs  for  side- 
by-side  comparison,  or  display  grcphs  together.  VisiPlot  is  used  to 
perceive  business  trends  and  interrelationships  and  for  the  preparation 
of  charts  for  presentations  and  proposals.  The  package  sells  for  $180. 

VisiTrend/VisiPlot^ , introduced  in  May  1981,  performs  trend  fore- 
casting and  statistical  analysis.  Results  of  the  analyses  may  be  grqphed 
using  all  the  VisiPlot  graphics  features.  VisiTrend  operations  include 
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moving  averages,  lags  and  leads,  exponential  smoothing,  mathematical 
transfers,  descriptive  statistics,  and  multiple  regression.  The  package 
sells  for  S260. 

VisiTerm^“  converts  the  user's  microcomputer  into  an  on-line  ter- 
minal, permitting  communication  to  other  microcomputers  or  larger 
computers.  By  allowing  access  to  other  computer  networks  and  data 
bases,  the  user's  microcomputer  may  transmit  and  receive  models, 
reports,  electronic  mail,  and  other  disk  file  information.  The  package 
is  priced  at  $150. 

VisiFile^“  , introduced  in  September  1981,  is  a complete  file  manage- 
ment software  package  used  to  manage  inventory,  retail  stock,  patient 
records,  p>ersonnel  files,  and  accounts  receivable.  VisiFile's  Flex- 
Format  feature  allows  the  user  to  automatically  change  any  file's 
structure,  including  merging  files  or  creating  new  files  from  parts  of 
other  files,  without  re-entering  existing  data.  VisiFile  is  priced  at 
$250. 

INDUSTRY  MARKETS 

• PSI  products  are  marketed  directly  to  distributors.  End  users  include 
executives,  managers,  and  professionals  in  all  Industry  sectors,  with  a concen- 
tration in  the  financial  sector. 

COMPUTER  HARDWARE 

• PSI  uses  microcomputers  mcnufactured  by  Apple,  Commodore,  Radio  Shack, 
IBM,  Atari,  and  Hewlett  Packard  for  research  and  development  purposes  at  its 
Sunnyvale  headquarters. 
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COMPANY  PROFILE 


VOLT  DELTA  RESOURCES,  INC.  Joseph  F.  DiAngelo,  President 
1 1 33  Avenue  of  the  Americas  Wholly  Owned  Subsidiary  of  Volt 

New  York,  NY  10036  Information  Sciences,  Inc. 

(212)  827-2600  Total  Employees;  310 

Total  Revenue,  Fiscal  Year  End 
11/2/90:  $43,584,000 


The  Company  Volt  Delta  Resources,  Inc.  (Volt  Delta),  established  in  1980, 

designs,  markets,  and  maintains  customized  turnkey  information 
systems  primarily  for  the  telecommunications  industry.  Through  its 
Maintech  Division,  Volt  Delta  also  offers  third-party  maintenance 
services. 

• Volt  Information  Sciences  (VIS),  Volt  Delta's  parent,  also 
provides  technical  services  and  temporary  personnel  services; 
electronic  publication  and  typesetting  systems;  telephony 
directory  production,  construction,  design,  and  other  technical 
services;  and  technical  publication  services.  VIS,  with  over 
15,000  employees,  had  fiscal  1990  revenue  of  $488.6  million. 

Volt  Delta's  fiscal  1990  revenue  reached  $43.6  million,  a 42% 
increase  over  fiscal  1989  revenue  of  $30.8  million.  Operating  profits 
were  $195,000  in  fiscal  1990,  compared  to  $1.8  million  in  fiscal  1989. 
A four-year  financial  summary  follows: 


VOLT  DELTA  RESOURCES,  INC. 
FOUR-YEAR  FINANCIAL  SUMMARY 
($  thousands) 


FISCAL  YEAR 

ITEM 

11/2/90 

1 1 /3/89 

10/28/88 

10/30/87 

Revenue 

$43,584 

$30,771 

$26,012 

$23,936 

• Percent  increase 
from  previous  year 

42% 

18% 

9% 

N/A 

Operating  profit 

$195 

$1,774 

$914 

$2,381 

• Percent  increase 
(decrease)  from 
previous  year 

(89%) 

94% 

(62%) 

N/A 
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Revenue  growth  in  fiscal  1990  was  primarily  due  to  the  completion 
in  1990  of  a major  contract  accounted  for  on  a completed  contract 
basis. 

The  decrease  in  operating  income  in  fiscal  1990  was  due  to  a 
relatively  low  margin  achieved  on  the  major  contract,  increased 
research  and  development  costs  associated  with  the  new  Delta 
Operator  Services  System  (DOSS),  and  expenses  incurred  to  expand 
the  maintenance  business. 

• During  fiscal  1990,  Volt  Delta  invested  substantial  resources  in 
the  development  of  the  DOSS  new-generation  directory 
assistance  system,  which  Volt  Delta  is  now  marketing. 

Revenue  for  the  three  months  ending  February  1,  1991  reached  $8.3 
million,  a 12%  increase  over  $7.5  million  for  the  same  period  in 
1990.  Operating  profit  was  $361,000,  compared  to  $379,000  for  the 
same  period  a year  ago. 

• The  increase  in  sales  and  slight  decrease  in  profitability  was  due 
to  increased  third-party  maintenance  business  and  the 
completion  in  1990  of  a contract  with  a comparatively  higher 
margin. 

Volt  Delta's  310  employees  are  segmented  approximately  as 
follows; 


Engineering 

Quality  control  inspectors 

100 

and  engineers 

30 

Purchasing 

10 

Installation 

30 

Field  service 

90 

Administration 

50 

310 

Key  Products  and  Approximately  60%  of  Volt  Delta's  fiscal  1990  revenue  was  derived 
Services  from  customized  turnkey  systems  and  the  remaining  40%  from 

Maintech  maintenance  and  disaster  recovery  services. 

Volt  Delta  offers  a range  of  customized  integrated  systems  to  the 
telecommunications  industry.  The  modular  systems  are  based  on 
Tandem  NonStop  computers  using  SQL  relational  data  base 
technology  and  include  the  following; 

• Listing  Information  Services  (LIS)  is  a listing  data  base  system 
that  supports  the  requirements  of  directory  publishing,  operator 
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services,  and  list  services.  It  offers  on-line  access  by  the  business 
office  and  provides  tools  for  marketing  and  sales  organizations. 

• A new  generation  Delta  Operator  Services  System  (DOSS), 
introduced  in  1990,  is  a Tandem  NonStop-based  system  that 
allows  telephone  company  customers  to  interactively  interface 
with  voice  response  units  via  the  touch  tone  pad  of  their 
telephones.  An  earlier  generation  system  is  still  available  for 
DEC  platforms! 

• Direct  Customer  Access  (DCA)  provides  on-line  access  to  listing 
data  bases,  including  customer  name  and  address  and  street 
address  searches,  with  options  for  near  neighbor  and  street  range 
searches. 

. Electronic  Directory  Assistance  (EDA)  can  put  any  data  base  on- 
line to  AT&T,  U.S.  Sprint,  or  other  interexchange  carriers' 
subscribers. 

• Directory  publishing  systems 

• Voice  processing  products  support  Audiotex,  Talking  Yellow 
Pages,  Intelligent  Intercept,  Auto  Attendant,  Voice  Messaging, 
Call  Completion,  and  Call  Delivery  products. 

• List  Services  include  merge/purge,  demographic  enhancements, 
and  others  that  support  direct  marketing  applications.  List 
Services  can  run  as  a standalone  application  or  can  be  integrated 
with  other  Volt  Delta  systems. 

• Electronic  Yellow  Pages  provides  operators  with  on-line  access 
to  classified  advertising. 

Volt  Delta  currently  has  contracts  with  three  telephone  companies 
for  maintenance  and  enhancement  of  a computer-controlled  voice 
response  directory  assistance  system  (DASC/V),  which  Volt  Delta 
had  previously  installed.  DASC/V  is  also  marketed  to  other 
telephone  companies. 

In  January  1991,  Volt  Delta  and  NYNEX  signed  a letter  of  intent 
for  Volt  Delta  to  provide  products  and  services  to  support  a new- 
generation  operator  services  system.  The  contract  is  valued  at  S30 
million  over  the  next  two  or  three  years,  depending  on  the  options 
selected.  Contract  execution  is  anticipated  for  late  spring  of  1992. 

Maintech,  with  70  employees,  provides  third-party  maintenance 
services  as  well  as  services  to  customers  who  have  purchased  or 
leased  customized  systems  from  Volt  Delta. 
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Industry  Markets 


Geographic 

Markets 


Maintech  supports  Tandem  NonStop  and  DEC  systems,  Sun 
workstations,  and  IBM  PCs. 

Disaster  recover  services  are  also  supplied  through  data  centers 
in  New  York,  Virginia,  and  California. 


Approximately  85%  of  Volt  Delta's  fiscal  1990  revenue  was  derived 
from  the  telecommunications  industry.  T^e  remaining  15%  was 
derived  from  clients  in  various  industries  that  use  Maintech's 
services. 

Volt  Delta's  three  largest  customers  (NYNEX,  Pacific  Bell,  and 
U.S.  Sprint)  contributed  approximately  59%  to  fiscal  1990  revenue. 


The  majority  of  Volt  Delta's  revenue  is  derived  from  the  U.S. 

Volt  Delta  maintains  branch  offices  in  Orange  (CA)  and  Dallas 
(TX). 

In  addition,  Maintech  has  offices  in  Philadelphia,  Chantilly  (VA), 
San  Jose  and  San  Francisco  (CA),  and  Wallington  (NJ). 
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VOLT  DELTA  RESOURCES,  INC. 
1 133  Avenue  of  the  Americas 
New  York,  NY  10036 
(212)  944-3900 


Geraldine  Ryan,  President 
Wholly  Owned  Subsidiary  of  Volt 
Information  Sciences,  Inc. 

Total  Employees;  300 
Total  Revenue,  Fiscal  Year  End 
10/31/85;  $19,735,000 
Total  Noncaptive  Revenue; 
$19,597,000 


THE  COMPANY 


Volt  Delta  Resources,  Inc.  (Volt  Delta  or  DRl),  established  in  1980,  designs, 
markets,  and  maintains  customized  turnkey  systems  for  the  telecommunica- 
tions industry.  Volt  Delta  also  provides  professional  services  custom  software 
development  and  consulting. 

Volt  Information  Sciences,  Inc.  (VIS),  incorporated  in  1957,  had  fiscal 
1985  revenue  of  $390  million.  VIS  provides  technical  services  and 
temporary  personnel,  electronic  publication  and  typesetting  systems, 
technical  publication  services,  telecommunication  services,  and 
turnkey  systems,  custom  software  development,  and  consulting 
services. 

Revenue  for  fiscal  1985  reached  $19.7  million,  a 42%  decrease  from  revenue 
of  $34.1  million  in  fiscal  1984.  There  was  a net  loss  of  $4.9  million  in  fiscal 
1985  compared  to  net  profit  of  $6.9  million  in  fiscal  1984.  A four-year 
financial  summary  follows; 


VOLT  DELTA  RESOURCES,  INC. 
FOUR-YEAR  FINANCIAL  SUMMARY 
($  thousands) 


YEAR 

ITEM  

10/85 

10/84 

10/83 

10/82 

Revenue 

. Percent  increase 
(decrease)  from 

$ 19,735 

$ 34,085 

$37,625 

$35,955 

previous  year 

(42%) 

(9%) 

5% 

43% 

Operating  profit  (loss) 
. Percent  increase 
(decrease)  from 

$ (4,935) 
(a) 

$ 6,925 

$ 12,280 

$ 8,479 

previous  year 

(171%) 

(44%) 

45% 

96% 

(a)  This  figure  includes  a $2.5  million  provision  for  a possible  loss  on  a major 
contract  which  may  be  recovered  in  the  future. 
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• Volt  Delta  management  attributes  the  decrease  in  revenue  to  a reduction  in 
the  level  of  contracts  and  to  a delay  in  work  on  a major  contract.  Volt  Delta 
plans  to  broaden  its  focus  beyond  its  traditional  markets. 

® Volt  Delta  has  two  divisions  that  provide  maintenance  and  leasing  functions. 

Maintech  Division  provides  maintenance  services  for  DRI  systems  and 
systems  from  other  manufacturers. 

DRI  Computer  Leasing  Division  leases  equipment  to  customers.  This 
division's  revenue  is  not  included  in  Volt  Delta's  revenue,  instead  it  is 
included  in  Volt  Delta's  parent  company's  interest  and  other  income. 

KEY  PRODUCTS  AND  SERVICES 

• INPUT  estimates  that  approximately  80%  of  fiscal  1985  revenue  was  derived 
from  turnkey  system  sales  and  20%  from  custom  software  development  and 
consulting  services. 

• Volt  Delta  provides  customized  turnkey  systems  primarily  to  the  telecommun- 
ications industry. 

The  turnkey  systems  are  based  on  DEC  VAX  and  PDP  series  hardware 
and  proprietary  software. 

Applications  that  are  available  include  printed  telephone  directory, 
electronic  telephone  directory,  and  directory  assistance  systems. 

An  example  of  a turnkey  system  Volt  Delta  recently  installed  follows: 

. Volt  Delta  developed  an  information  retrieval  system  that 
enables  an  operator  to  furnish  callers  with  information 
concerning  local  business  advertisers. 

Volt  Delta  offers  the  service  called  The  Information  Line 
in  association  with  United  Telecom,  Inc.  in  the  Kansas 
City  area. 

• Volt  Delta  provides  custom  software  development  and  consulting  primarily  for 
telecommunications  industry  applications. 

Volt  Delta  specializes  on  the  full  line  of  DEC  computer  systems. 

The  typical  length  of  consulting  and  custom  software  projects  is  18 
months. 

Examples  of  recent  projects  include  the  following: 

. Volt  Delta  has  contracts  with  two  companies  to  provide 
enhancements  to  the  electronic  directory  assistance  systems 
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Volt  Delta  had  previously  installed.  Volt  Delta  will  add  on 
Automated  Voice  Response  capability  which  allows  a computer, 
rather  than  a directory  assistance  operator,  to  announce  a 
telephone  number  to  a caller. 

. Volt  Delta  developed  and  installed  yellow  page  and  white  page 
directory  publishing  software  in  support  of  a sister  subsidiary's 
production  center  in  Montevideo,  Uraguay. 

Pricing  for  consulting  services  is  on  a contract  basis. 

INDUSTRY  MARKETS 

• Virtually  all  of  Volt  Delta's  revenue  is  derived  from  the  telecommunications 
industry. 

• Sales  to  Volt  Delta's  three  largest  customers  under  a number  of  different 
contracts  represented  approximately  52%,  16%,  and  10%,  respectively,  of  Volt 
Delta's  total  fiscal  1985  revenue  (including  leasing  revenue). 

GEOGRAPHIC  MARKETS 

• The  majority  of  Volt  Delta's  revenue  was  derived  from  the  U.S.  The 
remaining  revenue  was  derived  from  foreign  sources. 

• Volt  Delta  maintains  branch  offices  in  Anaheim  (CA),  Dallas,  and  New  York. 

COMPUTER  HARDWARE 

• Volt  Delta  maintains  various  DEC  equipment  at  its  headquarters. 
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VOTAN 

4487  Technology  Drive 
Fremont,  CA  94538 
(415)  490-7600 


John  W.  Luke,  President 
Private  Company 
Total  Employees:  40 
Total  Revenue,  Fiscal  Year  End 
12/31/88:  $4,000,000* * 

* INPUT  estimate 


The  Company  Votan,  founded  in  1979,  develops  and  markets  computer-based 

voice  recognition  systems. 

• After  two-and-a-half  years  of  research  and  development,  Votan 
developed  an  algorithm  and  the  associated  technology  for 
digitization,  feature  extraction,  and  voice  data  compression.  In 
1981,  its  first  product,  a stand-alone  speaker  dependent 
recognition  system,  was  introduced. 

• In  1982,  Votan  introduced  its  second  product,  a system  that 
incorporated  speech  dependent  recognition  and  added  speech 
compression  for  voice  response  and  voice  store-and-forward 
capabilities.  This  product  was  typically  used  by  connecting  it  to 
an  IBM  PC  or  compatible  that  had  overall  control  of  the 
application. 

• In  1983,  Votan  introduced  speaker  independent  voice 
recognition  in  a product  that  could  recognize  without  training, 
the  words  "yes"  and  "no",  and  digits  0 through  9. 

• In  May  1984,  Votan  implemented  a single  board  architecture 
incorporating  a custom  VLSI  processor,  a design  on  which  all 
subsequent  products  were  based.  In  the  fall  of  the  same  year, 
the  company  developed  an  improved  algorithm  for  speech 
compression. 

• In  June  1986,  Votan  introduced  TeleCenter,  an  IBM  XT  or  AT- 
based  voice-mail  system  based  on  the  single-board  architecture 
developed  in  1984.  The  TeleCenter  was  Votan's  first  turnkey 
system,  marrying  voice,  computer,  and  telephony  technologies. 

Votan  is  also  a market  leader  in  the  voice  messaging  market. 

Principal  competition  is  from  companies  such  as  Octel 

Communications,  Kurtzweil,  Applied  Intelligence,  Dragon 

Systems,  Texas  Instruments,  NEC,  AVT,  and  Speech  Plus. 
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Votan's  products  are  based  on  proprietary  algorithms  that  perform 
CSDR  (continuous  speaker  dependent  recognition)  and 
compressed  digital  speech.  These  mathematical  algorithms  are 
incorporated  in  custom  integrated  circuits  and  internally 
developed  microcode. 

• The  template-based  voice  recognition  technology  permits  the 
user  to  enter  data  and/or  commands  to  a computer  at  a 
speaking  pace  which  is  natural  (i.e.,  does  not  require  artificial 
pauses  between  words). 

- In  environments  with  high-level  background  noise,  user- 
reported  accuracy  is  typically  greater  than  98%. 

- In  addition,  the  Votan  technology  operates  effectively  over 
normal  telephone  lines.  With  speaker  dependent 
technology,  large  vocabularies  can  be  used,  constrained 
primarily  by  the  size  of  the  computer  memory  being  utilized. 

Votan  is  also  an  industry  pioneer  in  Speaker  Independent 
Recognition  (SIR)  technology. 

• The  stage  of  development  of  Votan's  SIR  technology  is  on  the 
leading  edge  within  the  speech  recognition  industry. 

• Its  current  technology  is  incorporated  in  its  Voice  Management 
System  product,  the  VMS  7000.  In  addition  to  its  SDR 
(speaker  dependent  recognition)-based  technology  capabilities, 
the  VMS  7000  can  provide  SIR  for  the  words  "yes"  and  "no"  and 
the  digits  0 through  9. 

• Seeking  to  expand  the  capability  of  such  technology,  Votan  has 
developed  a mathematical  model  of  the  human  ear,  which 
could  greatly  expand  the  state-of-the-art  in  speaker- 
independent  voice  recognition  technology.  Such  systems  could 
be  used  to  allow  callers  to  obtain  airline  reservations,  for 
data/word  entry  into  personal  computer,  for  entering  catalog 
orders,  etc.  The  market  potential  is  probably  significantly 
greater  than  that  for  speaker  dependent-based  technology. 

Votan's  current  product  line  consists  of  the  following  basic 
offerings:  Board  level  products  and  multi-channel  system  level 
products. 

Votan  offers  two  board  level  products:  VPC  2100  (an  IBM  PC 
voice  card)  and  VSP  1000  (a  multibus  form  factor/interface  card). 
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The  VPC  2100  board  plugs  directly  into  one  slot  in  any  IBM 
PC/XT/ AT  or  compatible.  When  installed,  the  board  allows 
the  user  to  use  his  or  her  voice  to  interact  with  any  off-the-shelf 
PC  software  or  other  PC  software  that  the  user  has  developed. 

- A few  of  the  many  applications  for  the  VPC  2100  include 
quality  assurance,  remote  order  entry,  telemarketing,  voice 
mail,  and  executive  workstations. 

- The  following  software  products  are  offered  as  options  with 
the  VPC  2100: 

• VoiceKey  is  an  end  user  oriented  software  package  that 
enables  users  to  drive  commercial  software  by  voice. 

• The  Voice  Library  is  a development  tool  available  to 
support  sophisticated  voice  dialog  applications.  This 
library  is  a series  of  modules  that  can  be  incorporated 
into  any  "C"  program.  These  modules  provide  full  access 
to  all  voice  fonctions  using  high  level  commands  and  is 
ideal  for  applications  requiring  extensive  data 
manipulation  or  communication. 

• The  Telephone  Professional  is  software  that  runs  in  the 
background  on  a PC  and  allows  it  to  be  used  as  a 
telephone  utility.  The  software  provides  voice-activated 
dialing,  message  taking  and  forwarding,  and  the  ability  to 
broadcast  a message  to  a list  of  people  and  take  a return 
message  from  each. 

• The  Voice  Builder  is  an  application  generator  that 
features  both  voice  response  and  voice  recognition.  The 
Voice  Builder  eases  development  effort,  reduces  errors, 
and  shortens  implementation  time.  Applications  for 
Votan's  voice  input  and  output  products  can  readily  be 
produced  by  system  developers  and  end-users,  regardless 
of  their  level  of  software  sophistication. 

The  VSP  1000  contains  all  of  the  features  of  the  VPC  2100  but 
is  designed  to  interface  physically  and  electrically  to  the 
multibus  environment.  The  VSP  1000  is  typically  sold  to  users 
who  develop  their  own  multibus-based  hardware  and  software. 

Votan's  voice  processing  card  product  is  used  primarily  in  the 
manufacturing  and  health  care  markets,  where  the  company  has 
market  leadership  positions. 
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The  company's  voice  messaging  products  consist  of  two  families  of 
multi-channel  voice  messaging  systems:  the  VMS  7000  voice 
management  system  and  Votan  TeleCenter,  These  systems  use 
the  capabilities  of  either  the  multibus  boards  or  the  PC  board. 

. Votan's  Voice  Management  System,  VMS  7000,  can  run  from  4 
to  16  independent,  interactive,  voice  dialogues  simultaneously. 

- VMS  7000  is  a rack-mountable  chassis  that  houses  a 
multibus-compatible  backplane.  In  this  chassis  are  up  to  16 
VSP  1000  voice  cards,  a single-board  computer  based  on  the 
Intel  80286  microprocessor,  5 megabytes  of  RAM,  a 5-1/4" 
floppy  disk,  and  a 5-1/4"  hard  disk  (85  or  140  megabyte). 

The  VMS  runs  under  RMX-286,  Intel's  multi-tasking 
operating  system. 

- The  typical  use  for  a VMS  is  a telephone-based,  voice  front 
end  for  a larger  computer  system.  Examples  are  remote 
sales  order  entry,  remote  data  base  inquiry,  voice  data 
services  (e.g.,  976  number  services),  or  voice  mail. 

. The  Votan  TeleCenter  voice  mail  system  was  introduced  in 
1986  as  a turnkey  system  based  on  an  IBM  PC  compatible 
computer.  In  1988,  the  product's  port  capacity  was  enhanced 
from  4 to  8 ports  via  an  expansion  chassis  on  an  IBM  PC/AT 
compatible  computer  permitting  the  system  to  accommodate 
organizations  of  up  to  500  users. 

- The  functions  of  this  PC  XT  or  AT  compatible-based 
turnkey  system  can  be  controlled  both  by  DTMF  tone  input 
(as  is  standard  with  all  voice  mail  systems)  and  also  by  voice 
commands  using  speaker  dependent  voice  recognition.  The 
Voice  Entry  feature  expands  the  use  of  voice  recognition  by 
allowing  the  user  to  sign  on  to  the  system  using  his  voice 
instead  of  requiring  touch  tones.  The  system  also  includes 
the  Votan  voice  cards  and  Votan's  Voice  Mail  software.  It 
ranges  in  price  from  $8,000  to  $30,000. 

- Recent  enhancements  to  the  TeleCenter  include  outcalling 
and  auto  attendant  features.  The  outcalling  feature  notifies 
voice  mail  users  when  messages  arrive  in  their  voice  mailbox. 
Notification  may  be  to  a pager  or  a telephone.  This  is 
particularly  use^l  when  the  user  is  busy  or  unable  to  take 
the  call.  He/she  can  arrange  to  have  the  TeleCenter  call 
back,  much  like  the  "snooze"  button  on  an  alarm  clock. 
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Industry  Markets 


Geographic 

Markets 


The  company's  products  are  sold  into  a variety  of  vertical  markets 
(finance,  manufacturing,  medicine,  merchandising,  aeronautics, 
aids  for  the  handicapped,  and  transportation)  as  well  as  a number 
of  horizontal/cross-industry  markets  (data  entry  and  retrieval, 
remote  transaction  processing,  robotics,  and  equipment  control). 

Management  has  indicated  that  the  company  has  established  the 
largest  base  of  end  users  of  any  voice  company-more  than  1500. 

Customers  include  Century  21,  Norwalk  Furniture  Co.,  Kaiser 
Permanente  Health  Foundation,  Westinghouse  Voice  Systems, 
and  General  Electric  Ravenna  Lamp  Division. 

In  addition,  several  major  companies,  including  Westinghouse, 
Honeywell,  Unisys,  and  SCI  Systems,  have  OEM  and/or  licensing 
agreements  with  Votan. 

The  principal  client  base  is  Fortune  1,000  companies. 


The  company  markets  throughout  the  U.S.,  with  regional  sales 
offices  on  both  the  East  and  West  coasts  and  in  the  Midwest. 

The  products  are  also  sold  internationally  through  distributors  in 
the  U.K.,  Canada,  and  Australia. 
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Walker  Interactive 
Systems,  Inc. 


Chairman, 

President  & CEO:  Leonard  Y.  Liu 

Marathon  Plaza  Three  North 
303  Second  Street 
San  Francisco,  CA  94017 
Phone:  (415)495-8811 

Fax:  (415)957-1711 

Internet:  http://www.walker.com 


Status:  Public 

Employees:  400  (8/96) 

Revenue:  $58,942,000 

Fiscal  Year  End:  12/31/95 


Key  Points 

• Walker  Interactive  Systems,  Inc.  (Walker) 
is  a provider  of  high-end  mainframe 
client/server  business  and  financial 
applications  for  Fortune  1000-class 
organizations  worldwide. 

• In  June  1996,  Walker  announced  the  new 
Business  Framework  Series  of  On-Line 
Analytical  Processing  (OLAP)-based 


client/server  financial  consolidation, 
planning,  and  analysis  products. 

• In  May  1996,  Walker  acquired  Hunt 
Systems  Group,  Inc.,  a provider  of  OLAP 
financial  applications. 

• In  March  1996,  Walker  announced  the 
WalkerClient  Q&R  and  Walker  InfoView 
components  of  Walker’s  recently  available 
Information  Access  solution. 

• In  February,  1996,  Walker  announced  an 
agreement  with  IBM  to  deliver  new  S/390 
mainframe  client/server  products  including 
Walkers’  financial  applications. 
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• In  June  1995,  Leonard  Y.  Liu  was  appointed 
to  the  positions  of  Chairman  of  the  Board, 
President,  and  Chief  Executive  Officer, 
succeeding  David  W.  Brownlee,  who 
announced  his  planned  resignation  in 
January  1995.  Prior  to  joining  Walker,  Mr. 
Liu  was  Chief  Operating  Officer  at  Cadence 
Design  Systems,  Inc.,  a provider  of  design 
automation  software. 

Company  Description 

Walker  Interactive  Systems,  Inc.,  founded  in 
1973,  designs,  develops,  markets,  and 
supports  high-performance  business  and 
financial  application  software  products,  and 
provides  related  professional  services 
primarily  for  Fortune  1000  companies  and 
governmental  organizations  worldwide. 

The  Walker  Enterprise  Series  includes 
Walker’s  core  product  for  the  mainframe 
server,  the  Tamaris  suite  of  business  and 
financial  applications,  WalkerClient,  desktop 
tools,  OLAP  applications,  financial 
consolidations  and  budgeting  and  planning 
applications  addressing  business  functions, 
desktop  GUI,  and  information  access 
functionality. 

Walker’s  software  products  include 
productivity  tools  that  allow  the  company’s 
applications  to  be  customized  to  the  clients’ 
requirements. 

Organization  and  Structure 

Headquartered  in  San  Francisco  (CA),  Walker 
has  offices  in  Atlanta  (GA),  Chicago  (IL), 
Boston  (MA),  the  United  lUngdom,  Singapore, 
and  Australia. 

Company  Strategy 

Walker’s  strategy  is  to  be  the  leading  supplier 
of  best-of-breed  financial  applications  for  the 
high-end  corporate  market.  As  the  mainframe 
is  making  a resurgence  as  the  enterprise 


server.  Walker  is  placing  strong  emphasis  on 
its  high-end  mainframe  server  financial 
application  suite  as  a central  component  of 
the  company’s  strategy. 

To  this  end,  Walker  has  continued  to  invest  in 
the  enhancement  of  its  core  product  for  the 
mainframe,  the  Tamaris  suite  of  business  and 
financial  applications.  Tamaris,  in 
combination  with  the  company’s  desktop 
products,  provides  the  high-volume,  mission- 
critical  “back  office”  mainframe  processing, 
while  simultaneously  being  dedicated  to 
servicing  numerous  users  with  distributed 
information. 

Financials 

Walker’s  1995  revenue  was  $58.9  million,  a 
decrease  of  16%  over  revenue  of  $69.8  million 
in  1994.  The  company  incurred  a net  loss  of 
$9.4  million,  compared  to  losses  of  $12.9 
million  the  previous  year. 

A five-year  financial  summary  is  shown  on  the 
following  page. 

Results  have  been  attributed  to  the  following: 

• The  decline  in  revenue  was  attributed  to  a 
$10  million  decrease  in  license  revenues  in 
1995  over  1994,  offset  by  cost  reductions  in 
the  fourth  quarter. 

• Net  losses  were  attributed  to  the  decline  in 
revenue  combined  with  charges  of  $10.8 
million  taken  in  the  second  and  third 
quarters  for  facilities  consolidation,  asset 
write-downs,  and  sales  and  use  tax  liability. 

Product  development  expenditures  were 
approximately  $12.6  million  in  1995,  a 
decrease  of  14%  from  $14.6  million  in  1994. 
Reduction  in  spending  was  due  to  planned 
decreases  in  operating  costs  and  the  average 
number  of  product  development  personnel  in 
1995  compared  to  1994. 
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Walker  Interactive  Systems,  Inc. 
Five-Year  Financial  Summary 
($  Millions,  except  per-share  data) 


Fiscal  Year 

Item 

1995 

1994 

1993 

1992 

1991 

Revenue 

$58.9 

$69.8 

$65.1 

$62.9 

$44.7 

• Percent  change  from 
previous  year 

(16%) 

7% 

3% 

41% 

57% 

Income  (loss)  before  taxes 

$(10.2) 

$(15.0) 

$4.9 

$11.9 

$4.5 

• Percent  change  from 
previous  year 

32% 

(a) 

(406%) 

(59%) 

164% 

221% 

Net  income  (loss) 

$(9.4) 

$(12.9) 

$3.9 

$7.9 

$3.0 

• Percent  change  from 
previous  year 

27% 

(431%) 

(50%) 

163% 

N/A 

Earnings  (loss)  per  share 

$(0.72) 

$(1.01) 

$0.30 

$0.64 

$0.28 

• Percent  change  from 
previous  year 

29% 

(437%) 

(53%) 

129% 

N/A 

(a)  Includes  unusual  charges  of  $23.2  million  associated  with  write-offs  for  purchased  research  in-process 


research  and  development  and  capitalized  software  and  severance  costs. 

Revenue  Analysis  by  Product  / Service  A three-year  source  of  revenue  summary 

Approximately  9%  of  Walker’s  1995  revenue  follows: 

was  derived  from  software  licensing,  48% 

from  software  maintenance,  and  43%  from 

professional  consulting  and  other  services. 


Walker  Interactive  Systems,  Inc. 
Three-Year  Source  of  Revenue  Summary 
($  Millions) 


Fiscal  Year 

1995 

1994 

1993 

Product/Service 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

License  fees 

$5.1 

9% 

$15.4 

22% 

$15.7 

24% 

Maintenance  fees 

28.4 

48% 

26.8 

38% 

23.3 

36% 

Consulting  and  other  services 

25.4 

43% 

27.6 

40% 

26.1 

40% 

Total 

$58.9 

100% 

$69.8 

100% 

$65.1 

100% 
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• The  67%  decrease  in  software  license  fees 
was  attributed  to  weak  demand  for 
mainframe  softwai’e  applications  in  1995. 

• Maintenance  revenue  increased  6%  as  a 
result  of  the  addition  of  Financial  Solutions 
Limited  maintenance  customers  and 
increases  in  annual  maintenance  fees. 

• Consulting  and  other  services  revenue  fell 
8%  primarily  due  to  a decline  in  new  license 
sales,  which  provide  Walker  with  a large 
portion  of  its  consulting  opportunities. 

Interim  Results 

Revenue  for  the  six-month  period  ending  June 
30,  1996  reached  $29.7  million,  a 3%  decrease 
over  revenue  of  $30.8  million  for  the  same 
period  in  1995.  The  company  expex’ienced  a 
net  loss  of  approximately  $2.2  million  for  the 
period,  as  compared  to  a loss  of  $1.7  million 
the  previous  year. 


Walker  Interactive  Systems,  Inc. 
Three-Year  Geographic  Source  of  Revenue  Summary 

($  Millions) 


Fiscal  Year 

1995 

1994 

1993 

Geographic  Market 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

North  America 

$41.6 

71% 

$50.9 

73% 

$52.4 

80% 

Europe 

12.6 

21% 

16.6 

24% 

11.5 

18% 

Asia  Pacific 

4,7 

8% 

2.3 

3% 

1.2 

2% 

Total 

$58.9 

100% 

$69,8 

100% 

$65.1 

100% 

Losses  were  attributed  to  $2.8  million  in 
charges  associated  with  the  acquisition  of 
Hunt  Systems  in  May  1996. 

Market  Financials 

Walker  markets  is  products  and  services 
primarily  to  Fortune  1000  companies  and 
similarly-sized  businesses,  and  governmental 
organizations  throughout  the  world. 

Geographic  Markets 

Approximately  71%  of  Walker’s  1995  revenue 
was  derived  from  North  America,  decreasing 
18%  over  revenue  in  1994,  and  the  remaining 
29%  of  revenue  was  derived  from 
international  soui'ces  . 

A three-year  geographic  source  of  revenue 
summary  follows: 


Acquisitions 

In  May  1996,  Walker  acquired  Hunt  Systems 
Group,  Inc.  of  Atlanta  (GA),  for  $2.4  million 
cash,  plus  additional  amounts  which  are 
based  on  the  achievement  of  certain 
performance  targets  during  the  next  several 
years. 


• Hunt  Systems  provides  enterprise-wide 
financial  consolidation,  budgeting  and 
planning,  and  forecasting  applications  based 
on  OLAP  technology. 
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• Included  in  the  acquisition  was  the  next- 
generation  software  technology  for  Financial 
Consolidations  and  Planning  & Budgeting. 

• The  addition  of  this  technology  has  enabled 
Walker  to  enter  the  new  market  of  OLAP 
financial  applications. 

In  June  1994,  Walker  purchased  The 
Solutions  Group  Limited  (TSGL)  and  its 
wholly  owned  subsidiary,  Financial  Solutions 
Limited,  a provider  of  client/server  financial 
applications,  for  a cost  of  $13.6  million. 

Employees 

As  of  December  31,  1995,  Walker  had  388 
employees  (253  in  the  U.S.  and  135 
internationally),  segmented  as  follows: 


Marketing  and  sales 61 

Customer  support 48 

Product  development 112 

Professional  services 120 

Data  processing,  administration, 
and  finance 47 


388 

The  company  currently  has  400  employees. 

Key  Products  and  Services 

Walker  is  one  of  only  a few  vendors  that 
support  the  IBM  mainframe  as  an  integral 
part  of  an  enterprise  client/server 
environment.  The  company  builds  solutions 
on  its  core  mainframe  server  applications, 
with  graphical  desktop  presentation, 
information  access,  and  distributed  business 
applications. 

Walker  groups  its  financial  applications  and 
services  under  the  Walker  Enterprise  Series 
umbrella,  which  includes  Tamaris,  Aptos, 
Business  Framework  Series,  Desktop/LAN 
Interface,  Information  Access,  Integrated 
Solutions,  and  Customization  Tools. 


Products 

Tamaris  C/S — Walker’s  core  product, 
Tamaris  C/S,  is  a suite  of  graphical, 
mainframe  client/server  business  applications 
designed  for  organizations  with  high 
transaction  volumes. 

• Tamaris  C/S  applications  include: 

- General  ledger 

- Credit  and  accounts  receivable 

- Accounts  payable 

- Asset  management 

- Purchase  order  management 

- Inventory  management 

- Project  cost  management. 

• Tamaris  C/S  supports  mainframe  server 
environments,  including  the  IBM  S/390 
CMOS  and  Parallel  Sysplex. 

• Certain  Tamaris  C/S  applications  and 
services  are  bundled  as  part  of  IBM’s  Entry 
Server  Offering  program,  which  includes 
packaged  System/390  CMOS  hardware, 
software,  and  services. 

Aptos  is  a suite  of  financial  applications  for 
the  UNIX  environment,  designed  for  mid- 
sized stand-alone  organizations  or  divisions  of 
large  companies. 

• Aptos  applications  include: 

- General  ledger 

- Purchasing 

- Accounts  payable 

- Accounts  receivable 

- Asset  management 

• Aptos  is  based  on  the  Uniface  development 
environment  and  provides  a three-tiered 
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client/server  architecture  that  supports 
multiple  platforms  and  databases. 

Desktop /LAN  Interface  products  include  the 

following: 

• WalkerClient  GUI  provides  a PC  graphical 
user  interface  to  Tamaris  applications  in  a 
Microsoft  Windows  format. 

• WalkerClient  ADK  is  an  application 
development  kit  allowing  the  user  to  modify 
WalkerClient  GUI,  as  well  as  create 
business  processes.  It  can  be  used  to 
generate  Microsoft  Visual  Basic  code,  which 
is  then  enhanced  to  provide  additional 
customization,  function,  and  integration. 

Information  Access  products  include  the 

followdng: 

• WalkerClient  Q&R  is  a full-featured  desktop 
query  and  reporting  tool  based  on  IBI’s 
FOCUS  Six  For  Windows. 

- This  tool  also  provides  full  report 
distribution  and  administration 
capabilities. 

- Pricing  is  server  and  user-based,  ranging 
from  $495  per  user  and  up. 

- Walker  InfoView  is  an  advanced  middleware 
and  services  consisting  of  the  following: 

- IBl’s  EDA/SQL  middleware  provides 
access  to  commercial  data  sources, 
operating  systems,  and  network  protocols, 
as  well  as  enabling  desktop  access  from 
any  ODBC-compliant  end-user  tool. 

- A metadata  catalog  layer  provides 
mappings  between  various  data  sources. 

- Pricing  is  server  and  user-based,  ranging 
from  $495  per  user  and  up. 


• WalkerClient  DSS  is  a data  analysis  tool 
based  on  Arbor  Software’s  OLAP  software, 
Essbase. 

- WalkerClient  DSS  provides  decision 
support  using  spreadsheet  applications, 
business  modeling  and  analysis,  and 
predefined  application  templates. 

- Pricing  is  server-  and  user-based,  ranging 
from  $495  per  user  and  up. 

• Tamaris  ReportBuilder  enables  the 
development  of  production  reporting  and 
standard  reports  through  direct  mainframe 
access  with  core  applications  in  the  Walker 
system. 

Business  Framework  Series — The  Business 
Framework  Series  is  Walker’s  new  suite  of 
OLAP-based  client/server  financial 
management  and  planning  products  designed 
for  CFOs  and  other  senior  executives. 

• Currently  available  applications  include: 

- Financial  Consolidations 

- Budgeting  & Planning 

• Applications  planned  for  availability  in  late 
1996  include: 

- Activity  based  costing 

- Forecasting 

- Profitability  analysis 

- Cost  analysis 

• The  Business  Framework  Series  products 
support  UNIX,  NT,  and  OS/2  servers,  and 
Microsoft  Windows  clients. 

• Pricing  is  server  and  user-based.  Financial 
Consolidations  begins  at  $65,000  for  10 
concurrent  users;  Budgeting  & Planning 
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begins  at  $56,500  fro  10  concurrent  users 
and  50  disconnected  budget  users. 

Integrated  Solutions — Walker’s  integrated 
solutions  combine  technologj"  and  custom 
implementation  services  to  automate  the 
business  process. 

• These  are  targeted  to  Tamaris  customers, 
for  extending  functionality  of  Walker 
products. 

• Solutions  are  customer  driven,  and  also 
incorporate  best-of-breed  third-party 
applications. 

Custoinization  Tools — set  of  customization 
and  productivity  tools  is  included  with 
Tamaris. 

• An  extended  toolset  for  more  extensive 
system  modifications  and  enhancements  is 
also  available  under  a separate  Application 
Extension  License. 

• These  tools  can  be  used  to  customize 
screens,  reports,  validation  rules, 
functionality,  business  flow,  authorization 
levels,  tables  and  files,  as  well  as  for 
extending  applications  with  user-specific 
functions. 

Professional  Services 

Walker’s  Professional  Services  Division 
provides  training,  implementation, 
customization,  migration,  and  related 
services. 

Among  others,  services  are  offered  in  the 
following  areas: 

• Performance  tuning — To  increase  computer 
throughput,  reduce  batch  processing  time, 
and  otherwise  improve  performance 


• Migration — Assistance  in  making  cost- 
effective  migrations  to  a new  release  or  from 
one  platform  to  another 

• Conversion  an-d  integration — Walker  uses 
re-usable  components  and  methodologies  to 
integrate  or  convert  applications  to  Walker. 

Maintenance  and  Support  Services 
Walker’s  customer  support  and  maintenance 
program  is  included  in  the  initial  license  fee, 
after  which  the  client  can  renew  the 
maintenance  contract. 

Services  include; 

• 24-hour  hotline  telephone  support  for 
problem  determination  and  resolution 

• Account  management  and  guidance  through 
dedicated  regional  support  teams  for  specific 
geographic  areas 

• Ongoing  functional  and  technical 
enhancements  for  installed  products 

• Membership  in  Inter/Actions,  Walker’s  user 
group 

• Walker’s  monthly  Software  Update  Notice 
for  product  corrections 

• Product  updates  and  news  releases 

The  price  of  maintenance  contracts  covering 
Walker’s  software  products  are  calculated  as  a 
percentage,  typically  15%,  of  the  related 
product’s  current  license  fee.  Walker  has 
historically  experienced  an  annual  renewal 
rate  of  more  than  90%  for  its  maintenance 
contracts. 

Clients 

Walker  has  more  than  450  customers  in  a 
wide  variety  of  industries. 


Walker  Interactive  Systems,  Inc. 
August  1996 


©INPUT  1996  Reproduction  prohibited. 


Page  7 of  8 


INPUT  Vendor  Profile 


A sampling  of  Walker’s  clients  include  AT&T, 
Southern  Company  Services,  Aetna, 
Caterpillar,  Kmart,  Qualex,  Kodak,  Coca-Cola 
Company,  Frito-Lay,  PepsiCo,  British 
Airways,  Delta  Airline,  Bank  of  America, 
Mellon  Bank,  and  Budget  Rent-a-Car. 

Marketing  and  Sales 

Walker  markets  its  products  though  a direct 
sales  force  in  North  America,  the  U.K.,  and 
the  Pacific  Rim. 

In  support  of  the  sales  foi’ce.  Walker  conducts 
marketing  programs  which  include 
telemarketing,  seminars,  direct  mail, 
promotional  materials,  and  an  active 
customer  communication  program. 

Alliances 

In  March  1996,  Walker  announced  a 
distribution  agreement  with  Information 
Builders,  Inc.,  a leading  data  warehousing 
and  middleware  vendor,  to  deliver 
information  access  products  such  as  Focus  for 
Windows  and  EDA/SQL. 

In  February,  1996,  Walker  announced  an 
agreement  with  IBM  to  deliver  new  S/390 
CMOS-based  Entry  Systems  Servei’s  and 
Parallel  Sysplex  that  would  include  Walkers’ 


financial  applications.  This  agreement 
continues  the  ongoing  relationship  between 
Walker  and  IBM,  enabling  IBM  to  co-market 
Walker’s  financial  applications  as  part  of  the 
IBM  Software  Vendor  Marketing  Program. 

Competition 

Walker  faces  competition  pidmarily  from  Dun 
& Bradstreet  Software  Services,  Inc.,  SAP  AG, 
Oracle  Systems  Corporation,  and  PeopleSoft, 
Inc. 

INPUT  Assessment 

Walker  feels  its  strengths  include  the 
following: 

• High-volume  transactions 

• Reliability 

• Centralized  corporate  data 

• Utilization  of  shared  services  model 

Challenges  facing  the  company  in  the  coming 
year  include: 

• Resurgence  of  the  mainframe 

• Educating  the  market  as  to  the  importance 
and  effectiveness  of  the  OLAP  technology 
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WALKER  INTERACTIVE  SYSTEMS 
INC. 

Marathon  Plaza  Three  North 
303  Second  Street 
San  Francisco,  CA  94107 
Phone:  (415)495-8811 
Fax:  (415)957-1711 


Chairman,  President, 

& CEO:  David  W.  Brownlee 


Status: 

Stock  Exchange: 
Total  Employees: 
Total  Revenue: 
Fiscal  Year  End: 


Public  Corporation 
NASDAQ 
500 

$62,855,000 

12/31/92 


Key  Points 


Walker  has  established  itself  as  a potential  leader  in  the  emerging 
client/server  applications  market  by  releasing  a graphical  user 
interface  product  and  announcing  plans  to  deliver  UNIX  server 
versions  of  all  its  applications  during  1994,  in  addition  to  personal 
client  applications  for  use  with  both  mainframe  and  UNIX  server 
versions. 

Walker  has  announced  Project  Cost  Management  System,  a new 
product  scheduled  for  availability  during  the  third  quarter  of  1993. 
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Company 

Description 


Strategy 


Walker  Interactive  Systems,  Inc.,  founded  in  1973,  designs,  develops, 
markets,  and  supports  mainframe-based  financial  and  control 
applications  software  products  for  large  organizations.  The  company 
also  provides  consulting,  implementation,  and  training  services  to  its 
software  clients. 

• During  1987,  Walker  introduced  one  of  the  first  commercially 
available  financial  and  control  applications  software  products  for 
IBM's  DB2  relational  data  base  management  system.  In  1991, 
products  for  the  DB2  environment  accounted  for  approximately  80% 
of  Walker's  license  fee  revenues. 

• In  September  1990,  Walker  acquired  the  Credit  and  Accounts 
Receivable  Management  System  (CARMS)  from  Global  Software, 
Inc.  for  a total  purchase  price  of  nearly  $7.2  million. 

In  April  1992,  Walker  completed  an  initial  public  offering  in  the  U.S.  of 
3.0  million  shares  of  its  common  stock,  of  which  2.0  million  shares  were 
sold  by  the  company  and  1.0  million  were  sold  by  stockholders.  Net 
proceeds  to  the  company  of  $27.2  million  will  be  used  as  working 
capital. 


Walker's  strategy  is  to  enhance  its  leadership  position  in  the  financial 
and  control  applications  software  market  for  large  organizations  with 
complex  needs  by: 

• Exploiting  its  layered  product  architecture 

• Leveraging  new  technologies 

• Providing  customer-driven  product  functionality 

• Building  strategic  relationships 

• Ensuring  customer  satisfaction 

• Broadening  its  customer  base 

• Expanding  its  sales  organization 

Walker's  current  products  have  built-in  portability  and  are  available  for 
14  different  IBM  mainframe  environments  supporting  a range  of  data 
base  management  systems,  operating  systems,  and  user  interfaces. 

Walker's  client/server  implementation  will  expand  the  existing 
portability  of  its  mainframe  products  and  will  support  multiple 
processing  platforms,  servers,  GUIs  (including  Windows,  Macintosh, 
Presentation  Manager,  Motif,  and  Open  Look),  development  languages 
(C  and  SQL),  network  protocols  (SNA  and  TCP/IP),  and  operating 
systems  (OS/2,  UNIX,  and  MVS). 
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The  company  will  offer  a single  set  of  products,  portable  across 
platforms,  with  all  the  functionally  required  of  Walker's  current 
clients-high  system  availability,  fault  tolerance,  and  high  volume 
transaction  processing.  Clients  will  choose  which  operating  platform 
to  run  their  applications,  based  on  their  business  requirements. 

Walker's  initial  client/server  release,  scheduled  for  the  second 
quarter  of  1994,  will  provide  support  for  all  Walker  products 
operating  on  the  UNIX  platform. 


Financials  Walker's  1992  revenue  reached  $62.9  million,  a 41%  increase  over  1991 

revenue  of  $44.7  million.  Net  income  rose  206%,  from  $3.5  million  in 
1991  to  $10.7  million  in  1992.  A five-year  financial  summary  follows: 


WALKER  INTERACTIVE  SYSTEMS,  INC. 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  millions,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

1992 

1991 

1990 

1989 

1988 

Revenue 

$62.9 

$44.7 

$28.5 

$19.7 

$13.6 

• Percent  increase 

from  previous  year 

41% 

57% 

45% 

45% 

.19% 

Income  before  taxes 

$11.9 

$4.5 

$1.4 

$1.0 

$1.2 

• Percent  increase 

(decrease)  from 
previous  year 

164% 

221% 

40% 

(17%) 

(20%) 

Net  income 

$10.7 

$3.5 

$1.0 

$0.7 

$1.2 

• Percent  increase 

(decrease)  from 
previous  year 

206% 

250% 

43% 

(42%) 

(25%) 

Earnings  per  share 

$0.86 

$0.32 

$0.09 

$0.06 

$0.20 

• Percent  increase 

(decrease)  from 
previous  year 

169% 

256% 

50% 

(70%) 

(50%) 

Walker  management  attributes  1992  results  to  the  following: 

• License  fees  increased  by  30%  to  $22.1  million  due  to  the  expansion 
of  Walker's  marketing  and  sales  efforts,  the  second  full  year  of  sales 
in  1992  of  three  new  products  released  during  1990,  greater  market 
acceptance  of  the  company's  products  and,  to  a lesser  extent,  price 
increases  that  have  averaged  10%  annually  since  1989.  The 
company's  sales  organization  increased  from  49  at  the  end  of  1990  to 
78  at  the  end  of  1992. 
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• Maintenance  revenue  increased  by  37%  to  $20.6  million  due  to  the 
increase  in  the  installed  customer  base,  the  inclusion  of  CARMS  for 
the  full  year,  the  growth  in  revenue  from  licenses  (a  portion  of  which 
is  allocated  to  maintenance)  and,  to  a lesser  extent,  price  increases. 

• Consulting  and  other  services  increased  by  60%  to  $20.1  million  due 
to  increased  hiring  of  personnel  to  provide  consulting  services  to 
meet  the  demand  for  customization,  implementation,  and  training, 
which  had  previously  been  provided  by  customers'  staffs  or  third- 
party  consulting  firms.  The  professional  services  organization 
increased  from  72  employees  at  the  end  of  1990  to  142  at  the  end  of 
1992. 

• International  operations,  primarily  in  the  U.K.  increased  by  40%  to 
$13.0  million  during  1992. 

- License  fees  from  international  operations  increased  by  85%  to 
$5.0  million  in  1992  influenced  significantly  by  a large,  single  sale 
in  the  U.K.  during  the  third  quarter. 

- International  maintenance  revenue  increased  by  29%  to  $4.0 
million  primarily  due  to  the  larger  installed  customer  base, 
principally  in  the  U.K. 

- International  consulting  and  other  revenue  increased  by  14%  to 
$4.0  million  due  primarily  to  an  increase  in  consulting  personnel 
and  expanded  marketing  efforts. 

- Operating  income  (or  loss)  from  international  operations, 
primarily  in  the  U.K.,  was  $0.1  million,  $(0.2)  million,  and  $0.1 
million  for  1992,  1991,  and  1990,  respectively. 

Research  and  development  expenses,  including  software  costs 
capitalized,  were  approximately  $13.9  million,  $11.0  million,  and  $8.4 
million  for  1992,  1991,  and  1990,  respectively. 

Revenue  for  the  three  months  ending  March  31,  1993  reached  $15.1 
million,  a 23%  increase  over  $12.3  million  for  the  same  period  in  1992. 
Net  income  rose  78%,  from  $600,000  to  nearly  $1.1  million. 


Walker  has  alliances/marketing  agreements  with  various  vendors 
including  IBM,  Hewlett-Packard,  Sybase,  Visix,  and  FileNet. 
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/Employees 


As  of  December  31,  1992,  Walker  had  468  employees,  of  which  349 
were  based  in  the  U.S.  and  119  were  based  internationally.  The 
company's  employees  were  segmented  as  follows: 


Marketing  and  sales  96 

Customer  support  49 

Professional  services  142 

Research,  product  development, 
and  engineering  125 

Data  processing,  administration, 
and  finance  56 


468 


Walker  currently  has  approximately  500  employees. 


Competitors  Walker's  primary  competitors  are  Dun  & Bradstreet  Software,  SAP 

America,  Oracle,  and  PeopleSoft. 


Key  Products  and 
^Services 


Approximately  35%  of  Walker's  1992  revenue  was  derived  from 
software  license  fees,  33%  from  software  maintenance  services,  and  the 
remaining  32%  from  consulting  and  education  services.  A three-year 
summary  of  source  of  revenue  follows: 


WALKER  INTERACTIVE  SYSTEMS,  INC. 
THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

1992 

1991 

1990 

License  fees 

$22.1 

35% 

$17.0 

38% 

$13.7 

48% 

Maintenance 

20.6 

33% 

15.1 

34% 

9.2 

32% 

Consulting  and  other 

20.1 

32% 

12.6 

28% 

5.6 

20% 

TOTAL 

$62.8 

100% 

$44.7 

100% 

$28.5 

100% 

Software  Products: 

Walker's  product  line  currently  consists  of  seven  applications  software 
products  and  an  extended  set  of  customization  and  productivity  tools 
for  IBM  and  compatible  mainframes,  using  primarily  DB2  and 
IMS/DB  data  base  management  systems  and  IMS/DC  and  CICS  data 
communications  systems. 
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• The  products  are  based  on  a layered  software  architecture,  with 
productivity  tools  allowing  Walker's  applications  to  be  easily 
customized  to  fit  the  customer's  particular  business  processes. 

• The  applications  provide  a simplified  migration  path  to  new 
computing  environments  through  the  replacement  of  modular 
components  or  layers  and  incorporate  cooperative  processing 
capabilities. 

Walkers'  products  include  the  following: 

■ Management,  Budgeting  & Accounting  (MBA)  is  an  integrated 
general  ledger  system  that  combines  financial  and  management 
accounting  and  analysis  with  full  budgeting  capabilities.  Sales  of 
MBA  contributed  33%,  39%,  and  33%  to  Walker's  license  fees  for 
1992,  1991,  and  1990,  respectively. 

• The  Credit  & Accounts  Receivable  Management  System  (CARMS) 
allows  customers  to  manage  credit  and  accounts  receivable 
operations. 

• Accounts  Payable  Management  manages  invoice  processing  and 
cash  management  and  is  built  to  handle  multiple  currencies. 

• Purchase  Order  Management  automates  the  purchase  order  process 
from  requisition  through  receiving. 

• Inventory  Management  tracks  inventory  by  physical  location, 
quantity,  price,  and  description  and  can  be  used  to  manage  multiple 
warehouses  and  multiple  locations. 

• Asset  Management  manages  physical  asset  inventory  and  performs 
asset-related  financial  accounting,  reporting,  budgeting,  and 
forecasting. 

• Project  Cost  Management  provides  operational  views  for  controlling 
the  costs  of  ongoing  projects,  and  allows  users  to  initiate  projects, 
define  their  structure  and  associated  spending  plans,  as  well  as 
manage  and  monitor  progress,  resource  utilization,  and  spending 
through  the  project  life  cycle. 

Walker  also  offers  a set  of  customization  and  productivity  tools  that  are 
delivered  with  each  of  its  applications  products.  In  addition,  an 
extended  toolset  and  the  rights  to  use  it  for  more  extensive  system 
modifications  and  enhancements  is  available  under  a separate 
Application  Extension  License. 
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Walker's  applications  range  in  price  from  $100,000  to  $500,000, 
depending  on  the  product  functionality  and  technical  environment. 

Maintenance  and  Support  Services: 

The  first  year  of  maintenance  is  included  in  the  initial  license  fee. 
Thereafter,  customers  can  and  typically  do  renew  their  maintenance 
contracts. 

Services  include: 

• 24-hour  hotline  telephone  support  for  problem  determination  and 
resolution 

• Account  management  and  guidance  through  dedicated  regional 
support  teams  for  specific  geographic  areas 

• Ongoing  functional  and  technical  enhancements  for  installed 
products 

• Membership  in  Walker's  users  group 

The  price  of  maintenance  contracts  covering  Walker's  software 
products  are  calculated  as  a percentage,  typically  15%,  of  the  related 
product's  current  license  fee.  Walker  has  historically  experienced  an 
annual  renewal  rate  over  90%  for  its  maintenance  contracts. 

During  1992,  Walker  opened  The  Walker  Store  in  IBM's  Software  Mall 
providing  customers  with  on-line  access  to  information  about  Walker's 
products  and  services. 

Professional  Services: 

Walker's  Professional  Services  Division,  with  142  employees,  assists 
customers  in  planning  and  managing  implementation  of  Walker 
products  and  provides  services  in  project  planning,  project 
management,  requirements  specification,  design,  programming,  testing, 
and  conversion. 

Walker  offers  over  30  courses  to  its  customers  each  year  at  either  the 
customer's  site  or  at  one  of  Walker's  four  training  facilities  in  San 
Francisco,  Chicago,  Boston,  or  London.  Topics  range  from  basic  and 
advanced  courses  on  applications  and  personalizing  tools,  to  technical 
courses  on  systems  architecture. 

A Cooperative  Processing  Group  specializes  in  the  integration  of 
desktop  and  workgroup  technology  with  Walker  financial  and  control 
software  applications. 
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The  group's  current  services  include  implementation  of  multimedia- 
based  training  systems  and  assistance  in  the  development  of 
electronic  documentation  systems,  paperless  distribution  systems  for 
financial  reporting  and  analysis,  and  executive  information  systems. 


Walker  has  introduced  Walker  Interactive  Training,  a multimedia 
system  for  self-paced  instruction  in  Walker's  products  and 
technologies. 


Industry  Markets  Walker  markets  its  products  primarily  to  large  or  complex 

organizations  with  intensive  data  processing  and  information 
management  requirements. 


Clients  Walker  has  over  500  customers  in  a wide  variety  of  industries. 

Customers  include  Bank  of  America,  Chevron  Overseas  Petroleum, 
American  Airlines,  Deere  & Company,  Delta  Air  Lines,  Shell  Oil, 
Carolina  Power  & Light,  Martin  Marietta,  Southern  Company  Services, 
University  of  California  (Los  Angeles),  Upjohn,  and  Reynolds  Metals. 


Geographic 

Markets 


Approximately  79%  of  Walker's  1992  revenue  was  derived  from  North 
America  and  21%  from  international  sources,  primarily  the  U.K.  A 
three-year  geographic  source  of  revenue  summary  follows: 


WALKER  INTERACTIVE  SYSTEMS,  INC. 
THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

1992 

1991 

1990 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

North  America 

$49.8 

79% 

$35.4 

79% 

$20.3 

71% 

International 

13.0 

21% 

9.3 

21% 

8.2 

29% 

TOTAL 

$62.8 

100% 

$44.7 

100% 

$28.5 

100% 

Walker's  North  American  headquarters  and  support  offices  are  in  San 
Francisco,  with  regional  offices  located  in  Boston,  Chicago,  and 
Washington,  D.C. 

Internationally,  sales,  support,  and  professional  services  are  offered 
through  offices  in  London  (U.K.)  and  Sydney  (Australia). 
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COMPANY  PROFILE 


WALKER  INTERACTIVE 
SYSTEMS,  INC. 

Marathon  Plaza  Three  North 
303  Second  Street 
San  Francisco,  CA  94107 
(415)  495-8811 


David  W.  Brownlee,  Chairman, 
President,  and  CEO 
Public  Corporation,  NASDAQ 
Total  Employees:  367 
Total  Revenue,  Fiscal  Year  End 
12/31/91:  $44,712,000 


The  Company  Walker  Interactive  Systems,  Inc.,  founded  in  1973,  designs, 

develops,  markets,  and  supports  mainframe-based  financial  and 
control  applications  software  products  for  large  organizations.  The 
company  also  provides  consulting,  implementation,  and  training 
professional  services  to  its  software  clients. 

• During  1987,  Walker  introduced  one  of  the  first  commercially 
available  financial  and  control  applications  software  products  for 
IBM's  DB2  relational  data  base  management  system.  In  1991, 
products  for  the  DB2  environment  accounted  for  approximately 
80%  of  Walker's  license  fee  revenues. 

• In  September  1990,  Walker  acquired  the  Credit  and  Accounts 
Receivable  Management  System  (CARMS)  from  Global 
Software,  Inc.  for  a total  purchase  price  of  nearly  $7.2  million. 

Walker's  strategy  is  to  enhance  its  leadership  position  in  the 
financial  and  control  applications  software  market  for  large  and 
complex  organizations  by: 

• Exploiting  its  layered  product  architecture 

• Leveraging  new  technologies 

• Providing  customer-driven  product  functionality 

• Building  strategic  relationships 

• Ensuring  customer  satisfaction 

• Broadening  its  customer  base 

• Expanding  its  sales  organization 

In  March  1992,  Walker  made  an  initial  public  offering  in  the  U.S.  of 
3.0  million  shares  of  its  common  stock,  of  which  2.0  million  shares 
were  sold  by  the  company  and  1.0  million  were  sold  by  stockholders. 
Net  proceeds  to  the  company  of  $27.9  million  will  be  used  as 
working  capital. 


May  1992 
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Walker's  1991  revenue  reached  $44.7  million,  a 57%  increase  over 
1990  revenue  of  $28.5  million.  Net  income  rose  221%,  from 
$956,000  in  1990  to  over  $3.5  million  in  1991.  A five-year  financial 
summary  follows: 


WALKER  INTERACTIVE  SYSTEMS,  INC. 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  millions,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

1991 

1990 

1989 

1988 

1987 

Revenue 

• Percent  increase 

$44.7 

$28.5 

$19.7 

$13.6 

$11.4 

from  previous  year 

57% 

45% 

45% 

19% 

N/A 

income  before  taxes 
• Percent  increase 

$4.5 

$1.4 

$1.0 

$1.2 

$1.5 

(decrease)  from 
previous  year 

221% 

40% 

(17%) 

(20%) 

N/A 

Net  income 

$3.5 

$1.0 

$0.7 

$1.2 

$1.6 

• Percent  increase 

(decrease)  from 
previous  year 

250% 

43% 

(42%) 

(25%) 

N/A 

Earnings  per  share 
■ Percent  increase 

$0.32 

$0.09 

$0.06 

$0.20 

$0.40 

(decrease)  from 
previous  year 

256% 

50% 

(70%) 

(50%) 

N/A 

Walker  management  attributes  1991  results  to  the  following: 

• License  fees  increased  by  25%  to  $17.0  million  due  to  the 
expansion  of  Walker's  marketing  and  sales  efforts,  the  first  full 
year  of  sales  in  1991  of  three  new  products  released  during  1990, 
greater  market  acceptance  of  the  company's  products  and,  to  a 
lesser  extent,  price  increases  that  have  averaged  10%  annually 
since  1989. 

• Maintenance  revenue  increased  by  64%  to  $15.1  million  due  to 
the  increase  in  the  installed  customer  base,  the  inclusion  of 
CARMS  for  the  full  year,  the  growth  in  revenue  from  licenses  (a 
portion  of  which  is  allocated  to  maintenance)  and,  to  a lesser 
extent,  price  increases. 

• Consulting  and  other  services  increased  by  123%  to  $12.6  million 
due  to  increased  hiring  of  personnel  to  provide  consulting 
services  to  meet  the  demand  for  customization,  implementation, 
and  training,  which  had  previously  been  provided  by  customers' 
staffs  or  third-party  consulting  firms. 
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Key  Products  and 
Services 


• International  revenues  increased  only  13%  during  1991  to  $9.3 
million,  compared  to  a growth  rate  of  89%  during  1990.  License 
fees  from  international  operations  decreased  by  35%  to  $2.7 
million  during  1991,  due  primarily  to  the  economic  downturn  in 
the  U.K. 

- These  declines  were  offset  by  increased  maintenance  revenues 
of  57%  to  $3.1  million,  and  increased  professional  services 
revenue  of  71%  to  $3.5  million. 

- Operating  income  (or  loss)  from  international  operations, 
primarily  in  the  U.K.,  was  $(0.2)  million,  $0.1  million,  and  $0.2 
million  for  1991,  1990,  and  1989,  respectively. 

Research  and  development  expenses,  including  software  costs 
capitalized,  were  approximately  $11.0  million,  $8.4  million,  and  $6.8 
million,  for  1991,  1990,  and  1989,  respectively. 

As  of  December  31,  1991,  Walker  had  367  employees,  of  which  265 
were  based  in  the  U.S.  and  102  were  based  internationally.  The 
company's  employees  were  segmented  as  follows: 


Marketing  and  sales  66 

Customer  support  54 

Professional  services  93 

Research,  product  development, 
and  engineering  108 

Data  processing,  administration, 
and  finance  46 


367 


Walker's  primary  competitor  is  Dun  & Bradstreet  Software. 


Approximately  38%  of  Walker's  1991  revenue  was  derived  from 
software  license  fees,  34%  from  software  maintenance  services,  and 
the  remaining  28%  from  consulting  and  education  services.  A 
three-year  summary  of  source  of  revenue  follows: 
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WALKER  INTERACTIVE  SYSTEMS,  INC. 
THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

1991 

1990 

1989 

License  fees 

$17.0 

38% 

$13.7 

48% 

$10.2 

52% 

Maintenance 

15.1 

34% 

9.2 

32% 

7.1 

36% 

Consulting  and  other 

12.6 

28% 

5.6 

20% 

2.4 

12% 

TOTAL 

$44.7 

100% 

$28.5 

100% 

$19.7 

100% 

Software  Products: 

Walker's  product  line  currently  consists  of  six  applications  software 
products  and  an  extended  set  of  customization  and  productivity 
tools  for  IBM  and  compatible  mainframes,  using  primarily  DB2  and 
IMS/DB  data  base  management  systems  and  IMS/DC  and  CICS 
data  communications  systems. 

• The  products  are  based  on  a layered  software  architecture,  with 
productivity  tools  allowing  Walker's  applications  to  be  easily 
customized  to  fit  the  customer's  particular  business  processes. 

• The  applications  provide  a simplified  migration  path  to  new 
computing  environments  through  the  replacement  of  modular 
components  or  layers  and  incorporate  cooperative  processing 
capabilities. 

Walkers'  products  include  the  following: 

• Management,  Budgeting  & Accounting  (MBA)  is  an  integrated 
general  ledger  system  that  combines  financial  and  management 
accounting  and  analysis  with  full  budgeting  capabilities.  Sales  of 
MBA  contributed  39%,  33%,  and  32%  to  Walker's  license  fees 
for  1991,  1990,  and  1989,  respectively. 

• The  Credit  & Accounts  Receivable  Management  System 
(CARMS)  allows  customers  to  manage  credit  and  accounts 
receivable  operations. 

• Accounts  Payable  Management  manages  invoice  processing  for 
multiple  banks  and  in  multiple  currencies. 
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• Purchase  Order  Management  automates  the  purchase  order 
process  from  requisition  through  receiving. 

• Inventory  Management  tracks  inventory  by  physical  location, 
quantity,  price,  and  description  and  can  be  used  to  manage 
multiple  warehouses  and  multiple  locations. 

• Asset  Management  manages  physical  asset  inventory  and 
performs  asset-related  financial  accounting,  reporting,  budgeting, 
and  forecasting. 

Walker  also  offers  a set  of  customization  and  productivity  tools  that 
are  delivered  with  each  of  its  applications  products.  In  addition,  an 
extended  toolset  and  the  rights  to  use  it  for  more  extensive  system 
modifications  and  enhancements  is  available  under  a separate 
Application  Extension  License. 

Walker's  applications  range  in  price  from  $100,000  to  $500,000, 
depending  on  the  product  functionality  and  technical  environment. 

Maintenance  and  Support  Services: 

The  first  year  of  maintenance  is  include  in  the  initial  license  fee. 
Thereafter,  customers  can  and  typically  do  renew  their  maintenance 
contracts. 

Services  include: 

• 24-hour  hotline  telephone  support  for  problem  determination 
and  resolution 

• Account  management  and  guidance  through  dedicated  account 
executives  to  groups  of  customers  in  each  geographic  area 

• Ongoing  functional  and  technical  enhancements  for  installed 
products 

• Membership  in  Walker's  users  group 

The  price  of  maintenance  contracts  covering  Walker's  software 
products  are  calculated  as  a percentage,  typically  15%,  of  the 
related  product's  current  license  fee. 

During  1991,  1990,  and  1989,  approximately  90%,  93%,  and  93%, 
respectively,  of  Walker's  domestic  customers  with  maintenance 
contracts  covering  products  other  than  CARMS  renewed  their 
contracts. 
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Industry  Markets 


Geographic 

Markets 


Professional  Services: 

Walker's  Professional  Services  organization  assists  customers  in 
planning  and  managing  implementation  of  Walker  products  and 
provides  services  in  project  planning,  project  management, 
requirements  specification,  design,  programming,  testing,  and 
conversion. 

Walker  offers  over  30  courses  to  its  customers  each  year  at  either 
the  customer's  site  or  at  one  of  Walker's  four  training  facilities  in 
San  Francisco,  Chicago,  Boston,  or  London,  Topics  range  from 
basic  and  advanced  courses  on  applications  and  personalizing  tools, 
to  technical  courses  on  systems  architecture. 

A Cooperative  Processing  Group  specializes  in  the  integration  of 
desktop  and  workgroup  technology  with  Walker  financial  and 
control  software  applications. 

• The  group's  current  services  include  implementation  of 
multimedia-based  training  systems  and  assistance  in  the 
development  of  electronic  documentation  systems,  paperless 
distribution  systems  for  financial  reporting  and  analysis,  and 
executive  information  systems. 


Walker  markets  its  products  primarily  to  large  or  complex 
organizations  with  intensive  data  processing  and  information 
management  requirements. 

Walker  has  over  500  customers  in  a wide  variety  of  industries. 
Customers  include  Bank  of  America,  Chevron  Overseas  Petroleum, 
American  Airlines,  Deere  & Company,  Shell  Oil,  Carolina  Power  & 
Light,  Martin  Marietta,  Southern  Company  Services,  University  of 
California  (Los  Angeles),  Upjohn,  and  Reynolds  Metals. 


Approximately  79%  of  Walker's  1991  revenue  was  derived  from 
North  America  and  21%  from  international  sources,  primarily  the 
U.K.  A three-year  geographic  source  of  revenue  summary  follows; 
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WALKER  INTERACTIVE  SYSTEMS,  INC. 
THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

1991 

1990 

1989 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

North  America 

$35.4 

79% 

$20.3 

71% 

$15.4 

78% 

International 

9.3 

21% 

8.2 

29% 

4.3 

22% 

TOTAL 

$44.7 

100% 

$28.5 

100% 

$19.7 

100% 

North  American  sales  and  support  offices  are  at  Walker's 
headquarters  in  San  Francisco  and  in  the  metropolitan  areas  of 
Boston  and  Chicago. 

Internationally,  sales,  support,  and  professional  services  are  offered 
through  offices  in  Lxtndon  (U.K.)  and  Sydney  (Australia). 
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COMPANY  PROFILE 


WALKER  INTERACTIVE  PRODUCTS 

100  Mission  Street 
San  Francisco,  CA  94105 
(415)  495-8811 


Jeffrey  L.  Walker,  Chairman  and  CEO 
Richard  Currier,  President  7 
Private  Corporation 
Total  Employees:  275 
Total  Revenue,  Fiscal  Year  End 
6/30/84:  $19,000,000 
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THE  COMPANY 

• Walker  Interactive  Products,  founded  in  1969  by  Jeffrey  L.  Walker  & 
Company,  originally  provided  custom  software  development  and  consulting 
services.  In  1979  the  company  began  marketing  software  products  and  now 
offers  financial  applications  and  systems  software  products  for  use  on  IBM  and 
plug-compatible  mainframes.  Walker  products  are  also  distributed  on  an  OEM 
basis  by  Data  General. 

• During  1983  Robertson,  Coleman,  and  Stephens  marketed  and  invested  in  a 
$10  million  private  placement  issue  to  provide  financing  to  Walker. 

Venture  capital  has  also  been  received  from  Adler  & Company;  Kleiner, 
Perkins,  Caulfield  and  Byers;  and  Technology  Venture  Investors  to 
provide  additional  financing  for  software  development  and  marketing. 

• Fiscal  1984  revenue  reached  $19  million,  a 157%  increase  over  fiscal  1983 
revenue  of  $7.4  million.  A five-year  financial  summary  follows: 


WALKER  INTERACTIVE  PRODUCTS 
FIVE-YEAR  REVENUE  SUMMARY 
($  thousands) 


-^._.._FISCAL  YEAR 

ITEM 

6/84 

6/83 

6/82 

6/81 

6/80 

Revenue 

. Percent  increase 

$19,000 

$7,400 

$3,000 

$2,100 

$1,600 

from  previous  year 

157% 

147% 

43% 

31% 

14% 

• The  company  attributes  increased  revenue  to  increased  product  sales  and 
believes  that  by  marketing  its  products  through  a variety  of  distribution 
channels,  including  direct  sales,  third-party  sales,  and  international  agents, 
rapid  revenue  growth  rates  will  continue. 

• Walker  management  estimates  fiscal  1985  revenue  will  reach  $30  million  and 
has  targeted  $50  million  for  fiscal  1986  revenue.  The  company  forecasts 
average  annual  growth  rates  exceeding  50%  over  the  next  four  or  five  years. 
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WALKER  INTERACTIVE  PRODUCTS 


• Walker  Interactive  Products  has  two  operating  divisions,  as  follows: 

System  Software  Division,  formed  in  January  1984  and  headquartered 
in  Atlanta,  markets  and  supports  Walker's  Strategic  Software  systems 
software  products.  There  are  eight  employees  in  this  division. 

The  International  Division,  headquartered  in  London,  markets  Walker's 
software  products  In  Europe,  and  the  Middle  East.  This  division  has 
about  15  employees. 

• As  of  June  30,  1984,  Walker  Interactive  Products  had  275  employees.  The 
company  currently  has  184  employees.  In  January  1985  Walker  decided  to 
"retract  a recent  strategy  change  to  aggressively  pursue  entry  level  IBM  4300 
system  users,  a new  business  area  for  Walker  who  had  heretofore  successfully 
focused  on  Fortune  1000-class  users."  In  withdrawing  from  this  market. 
Walker  reduced  its  work  force  by  28%. 

• Walker's  primary  applications  software  competitors  Include  Management 
Science  America,  McCormack  & Dodge,  and  Software  International  (General 
Electric).  Systems  software  competition  comes  from  Hogan  Systems. 

KEY  PRODUCTS  AND  SERVICES 

• One  hundred  percent  of  Walker  Interactive  Products'  fiscal  1984  revenue  was 
derived  from  applications  software  products  for  computer  users  in  medium-  to 
large-sized  companies  and  organizations.  The  company  currently  has  over  600 
products  installed  at  250  customer  sites. 

• Walker's  financial  applications  software  products,  known  collectively  as  ll/FS 
(Integrated,  Interactive  Financial  Systems),  are  available  in  combination  or  as 
standalone  packages.  The  software  is  written  in  COBOL  and  currently  runs  on 
IBM  and  plug-compatible  mainframes  and  Data  General  ECLIPSE  computers. 
The  company  currently  offers  five  ll/FS  products  as  follows: 

Integrated  Interactive  General  Ledger  (ll/GL). 

. Introduced  in  1982,  the  system  includes  real  time  general  ledger 
balance  updating  and  a closing  management  facility. 

. ll/GL  also  includes  FastBuild,  a feature  that  uses  multipurpose 
tables  to  define  and  integrate  new  account  relationships,  and 
Reality/DDS,  which  integrates  budget  forecasting,  planning,  and 
a decision  support  system. 

. ll/GL  is  priced  from  $76,000  which  includes  installation, 
training,  and  warranty,  and  has  approximately  100  installations. 

Integrated  Interactive  Accounts  Payable  (ll/AP). 
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. Introduced  in  1977,  the  system  manages  and  controls  accounts 
payable  functions,  including  invoices,  vendor  and  check  proces- 
sing, cost  distribution,  check  reconciliation,  audit  trails,  and 
management  reporting. 

. 11/ AP  is  priced  from  $53,000,  including  installation,  training,  and 

warranty,  and  has  approximately  200  installations. 

Integrated  Interactive  Material  Management  and  Inventory  Control 
(ll/MM). 

. Introduced  in  1979,  the  system  provides  management  and  control 
of  inventories  and  supplies. 

. The  system  controls  current  inventory  levels,  provides  an  auto- 
matic reorder  capability,  and  includes  audit  trails  and  manage- 
ment reporting. 

. ll/MM  is  priced  from  $56,000,  including  installation,  training, 
and  warranty,  and  has  about  lOO  installations. 

Integrated  Interactive  Purchase  Order  (ll/PO). 

. Introduced  in  1977,  the  system  manages  and  controls  purchasing 
and  receiving  functions,  including  purchase  order  and  vendor 
processing,  audit  trails,  and  management  reporting. 

. ll/PO  is  priced  from  $58,000,  including  installation,  training,  and 
warranty,  and  currently  has  over  150  installations. 

Integrated,  Interactive  Accounts  Receivable  and  Credit  (ll/ARC). 

. Introduced  in  1984,  the  system  controls  customer  status,  receiv- 
ables, and  payment,  and  establishes  individual  customer  credit- 
worthiness.  ll/ARC  provides  processing  for  balance  forward, 
open  item,  lockbox,  bank  drafts,  and  multiple  currency.  Partial 
payments,  sales  for  new  customers,  and  variable  aging  are 
included.  Comprehensive  accounting  carries  forward  to  ll/GL. 

. ll/ARC  is  priced  from  $125,000. 

• During  1984  Walker  and  Data  General  jointly  developed  versions  of  Walker's 
application  software  products  for  Data  General's  ECLIPSE  MV/Family  of 
systems.  These  products  are  marketed  by  Data  General. 

• Walker  Interactive  Products  has  developed  Strategic  Software^“  , a design 
approach  to  insure  the  flexibility  and  portability  of  its  software  products 
across  hardware  systems  of  different  vendors. 
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A set  of  interface  modules,  known  as  "The  Software  Bridge,"  connects 
the  application  with  the  execution  environment  and  allows  for  changes 
in  operating  systems,  teleprocessing  monitors,  data  base  products,  and 
hardware  vendors,  without  impacting  the  application. 

The  Persona  I izers®  , is  a set  of  interactive  productivity  tools  available 
to  end  users  to  customize  from  their  terminals  how  financial  data 
elements  are  displayed  and  validated,  what  security  levels  and  proce- 
dures are  used,  and  the  system  control  tables  that  direct  the  processing 
facilities  of  the  system. 

During  1984  Walker  Interactive  Products  formed  its  Systems  Software 
Division  to  market  its  Strategic  Software  product.  Prices  start  at 
$250,000. 

INDUSTRY  MARKETS 

• Walker's  products  are  marketed  across  industries  to  Fortune  1000  companies 
in  manufacturing,  utilities,  and  insurance,  as  well  as  the  federal,  state,  and 
local  government,  and  educational  institutions. 

• Clients  include  Reynolds  Metals,  Aetna  Insurance,  American  Express,  Florida 
Power,  Coca-Cola,  and  the  State  of  Wisconsin. 

GEOGRAPHIC  MARKETS 

• Walker  Interactive  Products'  fiscal  1984  revenue  was  derived  approximately  as 
follows: 


U.S. 

75% 

Canada 

15 

Other  (Europe,  Middle  East, 

South  Africa,  Australia) 

_ig 

100% 

• U.S.  offices  are  located  in  Atlanta,  Boston,  Chicago,  New  York  City,  Sacra- 
mento, San  Francisco,  and  South  Lake  Tahoe  (NV). 

• Foreign  offices  are  located  in  Toronto  and  London.  Authorized  agents  are 
located  in  Africa,  Australia,  and  Israel. 

COMPUTER  HARDWARE 

• Walker  Interactive  Products  has  one  IBM  3083  installed  at  its  headquarters. 
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WALKER  INTERACTIVE  PRODUCTS 
100  Mission  Street 
Son  Francisco,  CA  94105 
(415)  495-881 1 


Jeffrey  L.  Walker,  Chairman  and  CEO 
Richard  Currier,  President 
Private  Corporation 
Total  Employees:  I 15 
Total  Revenue,  Fiscal  Year  End 
6/30/82:  $3,000,000 


THE  COMPANY 

• Walker  Interactive  Products,  founded  in  1969  as  Jeffrey  L.  Walker  & Com- 
pany, originally  provided  custom  software  development  and  consulting  ser- 
vices. In  1979  the  company  began  marketing  software  products  and  now 
offers  several  financial  and  manufacturing  applications  for  use  on  IBM  and 
plug-compatible,  Univac  Series  90,  Hewlett-Packard,  and  Prime  computers. 

• Venture  capital  has  been  received  from  Adler  & Company,  Kleiner,  Perkins, 
Caulfield  and  Byers,  and  Technology  Venture  Investors  to  provide  additional 
financing  for  software  development  and  marketing. 

• Fiscal  1982  revenue  reached  $3  million,  a 43%  increase  over  1981  revenue  of 
$2.1  million.  A three-year  revenue  summary  follows: 


WALKER  INTERACTIVE  PRODUCTS 
THREE- YEAR  REVENUE  SUMMARY 
($  thousands) 


FISCAL  YEAR 

ITEM 

6/82 

6/8 1 

6/80 

Revenue 

. Percent  increase 

$ 3,000 

$2,I00 

$ 1 ,600 

over  previous  year 

43% 

3I% 

1 4% 

• The  company  estimates  fiscal  1983  revenue  will  reach  $12.8  million. 


• As  of  June  30,  1982  the  company  had  I 15  employees.  Currently,  there  are  137 
employees,  segmented  as  follows: 


Marketing/sales 

44 

Operations 

47 

Research  and  development 

27 

Data  services 

6 

Finance  and  administration 

I3 

1 37 
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• Major  competitors  Include  independent  software  companies  such  as  Manage- 
ment Science  America,  McCormack  & Dodge  Corporation,  Software  Interna- 
tional, and  University  Computing.  Secondary  competition  comes  from  mini- 
computer manufacturers  such  as  Hewlett-Packard. 

KEY  PRODUCTS  AND  SERVICES 

• One  hundred  percent  of  Walker  Interactive  Products'  revenue  is  derived  from 
application  software  products  for  computer  users  in  medium-  to  large-sized 
companies  and  organizations.  It  has  over  200  products  installed  at  100 
customer  sites. 

• The  company's  software  is  written  in  COBOL  and  currently  runs  on  all  IBM 
and  plug-compatible  computers,  Univac  Series  90,  Hewlett-Packard,  and 
Prime  computers,  under  most  operating  systems. 

• The  company  currently  offers  four  applications  software  products: 

Integrated  Interactive  General  Ledger  (ll/GL). 

. Introduced  in  March  1982,  the  system  includes  real  time  general 
ledger  balance  updating  and  a closing  management  facility. 

. ll/GL  also  includes  Fast  Builder,  a feature  that  uses  multipur- 
pose tables  to  define  and  integrate  new  account  relationships, 
and  Reality /DDS,  which  integrates  budget  forecasting,  planning, 
and  a decision  support  system. 

. ll/GL  is  priced  from  $50,000  which  includes  installation,  train- 
ing, and  warranty. 

Integrated  Interactive  Accounts  Payable  (ll/AP). 

. Introduced  in  1977,  the  system  manages  and  controls  accounts 
payable  functions,  including  invoices,  vendor  and  check  process- 
ing, cost  distribution,  check  reconciliation,  audit  trails,  and 
management  reporting. 

. ll/AP  is  priced  from  $37,500,  including  installation,  training,  and 
warranty,  and  has  over  89  installations. 

Integrated  Interactive  Material  Management  and  Inventory  Control 

(li/MM). 

. Introduced  in  1979,  the  system  provides  management  and  control 
of  inventories  and  supplies. 

. The  system  controls  current  inventory  levels,  provides  an  auto- 
matic reorder  capability,  and  includes  audit  trails  and  manage- 
ment reporting. 
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. II/MM  is  priced  from  $42,500,  including  installation,  training, 
and  warranty,  and  has  about  28  installations. 

Integrated  Interactive  Purchase  Order  (ll/PO). 

. Introduced  in  1977,  the  system  manages  and  controls  purchasing 
and  receiving  functions,  including  purchase  order  and  vendor 
processing,  audit  trails,  and  management  reporting. 

. ll/PO  is  priced  from  $45,000,  including  installation,  training,  and 
warranty,  and  currently  has  over  85  installations. 

• Walker  Interactive  Products  also  has  a series  of  software  packages  under 
development.  These  include; 

Credit  management/accounts  receivable  (available  March  1983  and 
priced  from  $50,000). 

Sales  administration/order  entry. 

Fixed  assets. 

Capital  projects  analysis. 

Human  resources. 

Employee  expense  control. 

• Walker  Interactive  Products  has  developed  Strategic  SoftwareT  w- , a design 
approach  to  insure  the  flexibility  and  portability  of  its  software  products 
across  hardware  systems  of  different  vendors. 

A set  of  interface  modules,  known  as  "The  Software  Bridge,"  connects 
the  application  with  the  execution  environment  and  allows  for  changes 
in  operating  systems,  teleprocessing  monitors,  data  base  products,  and 
hardware  vendors,  without  impacting  the  application. 

The  Personalizers®  are  a set  of  interactive  tools  available  to  end  users 
to  customize  from  their  terminals  how  financial  data  elements  are 
displayed  and  validated,  what  security  levels  and  procedures  are  used, 
and  the  system  control  tables  which  direct  the  processing  facilities  of 
the  system. 

INDUSTRY  MARKETS 

• The  company's  products  are  marketed  across  industries  to  Fortune  1000  com- 
panies in  manufacturing,  banking,  insurance,  and  utilities,  as  well  as  organiza- 
tions of  the  same  size  in  government  and  education. 

GEOGRAPHIC  MARKETS 

• Most  of  Walker  Interactive  Products'  revenue  is  derived  from  the  U.S.  A 
small  percent  is  derived  from  foreign  installations  in  Canada  and  Saudi 
Arabia. 
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• Regional  sales  offices  are  located  in  Atlanta,  Boston,  Chicago,  Los  Angeles, 
New  York,  and  Philadelphia.  Additional  sales  offices  will  be  opened  in  Dallas, 
Denver,  Seattle,  and  Washington,  D.C. 

COMPUTER  HARDWARE  AND  SOFTWARE 

• The  company  has  the  following  computers  installed  at  its  headquarters; 

I IBM  434 1 , operating  under  VMSP,  VS  I , and  MVT/VSE. 

I Magnuson  MSO/42. 

• Walker  also  uses  the  following  systems  on  a timesharing  basis: 

Prime  750. 

HP  3000. 
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Cross  Industry:  Professional  Services 


Walter  E.  Ulrich  Consultants 

2828  S.  Loop  West 
Suite  450 

Houston,  TX  77054 
(713)  666-5433 

CEO:  Walter  E.  Ulrich,  President 
Subsidiary  of:  Coopers  and  Lybrand 
Founded:  1979 

Employees:  40 

Revenue  (FYE  12/31/85):  $3-5  million* 


The  Company:  Walter  E.  Ulrich  Consultants  provides  communications  and  office 
automation  consulting,  installation  services,  and  end-user  consulting 
for  clients  in  a variety  of  industries 

The  company  consists  of  two  divisions:  The  Information  Management 
Services  division  for  end-user  consulting  and  The  Strategic  Business 
Services  division  for  communications  and  office  automation 

Sources  of  Revenue: 

Professional  Services  (100%) 

- Walter  E.  Ulrich  derives  no  captive  revenue  from  its  parent  company 

Key  Products  and  Services: 

Professional  Services 

• End-user  consultation  and  installation  (60%) 

• Communications  and  office  automation  (40%) 

Geographic  Markets: 

- Walter  E.  Ulrich  markets  and  operates  through  the  entire  network  of  Coopers  and 
Lybrand  offices.  This  includes  519  offices  in  19  countries. 

Clients  of  the  Information  Management  Services  division  are  concentrated  in  the 
southwestern  part  of  the  U.S. 
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Cross  Industry:  Telecommunications 


Wang  Information  Services  Company 

One  Industrial  Avenue 
Lowell,  MA  01851 
(617) 459-5000 

CEO:  Donald  W.  Marshall,  Director 
A Wholly  Owned  Subsidiary  of:  Wang  Laboratories 
Founded:  1985 

Revenue  (FYE  6/30/86):  $3.5  million* 


The  CompKiny: 

The  parent  office  automation  company  offers  products  supporting  local-  and 
wide-area  networking.  It  partly  or  wholly  owns  two  PBX  manufacturers. 

After  disappointing  earnings  leading  to  layoffs  and  a short  manufacturing 
suspension,  parent  Wang  Laboratories  has  been  showing  signs  of  recovery,  with 
profits  of  $21.7  million  posted  on  an  11%  revenue  increase  for  the  second 
quarter  of  1985,  ending  December  31. 

In  June  1985,  Wang  formed  the  wholly  owned  subsidiary,  Wang  Information 
Services  Corporation  (WISC),  in  a strategy  designed  to  leverage  the  company's 
technology  and  to  create  an  additional  revenue  source. 

The  company  set  an  ambitious  and  unreachable  revenue  goal  of  $100  million 
for  the  subsidiary  by  the  end  of  fiscal  1986. 

Key  Products  and  Services: 

WISC  will  offer  advanced  but  easily  used  information  services  which  do  not 
require  heavy  user  investment.  Its  initial  offerings  are  nationally  available 
voice  mailbox  services  based  on  the  DVX  Digital  Voice  Exchange  product,  and 
an  electronic  mail  service  with  new  portable  terminals  provided  to  sub- 
scribers. 

WISC  will  also  support  telecommunications  switching,  data  base  services, 
Wang  Office  networks,  and  a shared  tenant  services  (STS)  joint  venture  with 
GEISCO  and  a real  estate  firm. 

As  originally  planned,  WISC  will  eventually  offer  remote  computing  services 
with  accounting  and  scientific  applications  running  on  Wang  and  IBM  systems. 
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using  the  company's  proprietary  and  internal  WangPac  packet  switching 
network.  WangPac  was  developed  for  the  company  by  Bolt  Beranek  and 
Newman,  and  will  be  expanded  to  60  packet  switching  processors,  supporting 
56  Kbps  channels  and  approximately  20,000  terminals. 

Other  information  service-related  developments  at  Wang  include  the  acquisi- 
tion of  Walsh  Greenwood  Company's  assets  in  a subsidiary  providing  financial 
market  data  and  analysis  information  to  brokers  and  traders  via  telephone 
lines.  The  service  is  called  "Shark"  and  is  offered  through  WISC. 


Other: 


Wang  also  owns  a subsidiary  called  Wang  Communications,  Inc.  (WCl  - 
Arlington,  VA),  which  is  a specialized  common  carrier.  In  late  1985,  WCl  was 
given  permission  by  the  California  PUC  to  provide  Intra-LATA  (local  access 
transport  area)  services  in  Los  Angeles  and  San  Francisco.  WCl  also  has 
networks  in  the  Boston,  Philadelphia,  and  Chicago  areas  which  extend  across 
state  lines. 

WCl  provides  T-l  and  higher  capacity  facilities  using  a combination  of 
microwave,  fiber  optics,  lightwave,  and  coaxial  cables.  Wang  provides 
direct  access  to  the  transmission  service  via  these  methods,  engineered 
to  customer  specifications. 

. Primarily  intended  for  data,  the  facilities  may  also  be  used  for  bulk 
voice  services.  By  connecting  with  an  interexchange  carrier,  users 
could  bypass  the  local  exchange  carriers. 
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PROFILE 


WARNER  INSURANCE 
SERVICES,  INC. 


Chairman  & President:  Harvey  Krieger 


17-01  Pollitt  Drive 
Fair  Lawn,  NJ  07410 
Phone:  (201)794-4800 
Fax:  (201)791-9113 


Status: 

Stock  Exchange: 
Total  Employees: 
Total  Revenue: 
Fiscal  Year  End: 


Public  Corporation 


$90,544,801 

10/31/92 


NYSE 

511 


Key  Points 


Warner's  work  for  the  Market  Transition  Facility  of  New  Jersey 
(MTF),  formerly  the  New  Jersey  Automobile  Full  Insurance 
Underwriting  Association  (JUA)  is  in  its  third  and  final  year  (the 
State  of  New  Jersey  has  discontinued  providing  auto  insurance 
through  the  MTF).  Revenue  and  expenses  during  fiscal  1993  will 
decrease  significantly  as  policies  being  serviced  under  the  contract 
will  wind  down  to  zero  on  September  30,  1993.  JUA/MTF-related 
activities,  including  subcontracted  claims  servicing,  contributed  75%, 
81%,  and  60%  to  Warner's  fiscal  1992,  1991,  and  1990  revenue, 
respectively. 

Warner  is  working  with  Clarendon  National  Insurance  company  to 
"buy  out"  assigned  risk  assignments  from  several  insurance 
companies  not  interested  in  offering  insurance  under  New  Jersey's 
new  Assigned  Risk  Program.  Policy  and  claims  processing  services 
provided  by  Warner  to  Clarendon  under  this  program  are  expected 
to  generate  annual  service  fees  to  Warner  of  about  $10  million. 

During  fiscal  1992,  Warner  sold  its  financial  data  base  business 
because  it  did  not  fit  within  Warner's  strategic  focus  of  serving  the 
auto  insurance  industry. 

Strong  results  for  the  first  quarter  of  fiscal  1993  indicate  that  Warner 
has  passed  the  turning  point  in  which  its  revenue  from  newer 
contracts  with  insurance  companies  serving  the  voluntary  and 
assigned  risk  auto  insurance  markets  in  New  Jersey  are  growing  at  a 
rapid  rate,  far  faster  than  the  decline  in  revenue  from  older 
programs  such  as  the  MTF. 
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Description 


Warner  Insurance  Services  (formerly  Warner  Computer  Systems), 
founded  in  1971,  provides  a range  of  processing  services  to  the 
automobile  insurance  industry  that  permit  Warner's  insurance 
customers  to  outsource  part  of  or  all  their  policy/claims  administration. 
Warner  also  provides  microcomputer-based  policy  issuance  software  to 
the  insurance  industry. 

• Automobile  insurance  services,  which  contributed  50%  to  Warner's 
fiscal  1992  revenue,  consist  of  underwriting,  rate  pursuit,  policy 
issuance,  accounting,  customer  service,  claims  settlement,  and  policy 
processing.  For  fiscal  1992,  approximately  54%  of  insurance  services 
revenue  was  derived  from  Warner  acting  as  a third-party 
administrator  of  insurance  policies  for  the  Market  Transition  Facility 
of  New  Jersey  (MTF),  formerly  the  New  Jersey  Automobile  Full 
Insurance  Underwriting  Association  (JUA). 

• Warner  also  subcontracts  certain  claims  services  related  to  the 
contract  with  the  JUA/MTF  to  Material  Damage  Adjustment 
Corporation,  an  independent  third-party  contractor.  Pass-through 
revenue  related  to  these  subtracted  services  was  46%  of  Warner's 
fiscal  1992  revenues. 

• Warner's  Cover-All  Systems,  Inc.  subsidiary,  based  in  Fair  Lawn 
(NJ),  provides  microcomputer-based  policy  insurance  software  to 
the  insurance  industry.  Revenues  from  this  unit  were  2%  of 
Warner's  fiscal  1992  revenue. 

• Warner  also  derived  approximately  2%  of  its  fiscal  1992  revenue 
from  on-line  financial  data  base  services  provided  through  its 
Warner  Information  Technologies,  Inc.  subsidiary.  These  operations 
were  sold  during  the  third  quarter  of  fiscal  1992. 

• Premium  Inquiry  Services,  Inc.  of  Morganville  (NJ),  acquired  by 
Warner  in  1989,  provides  a range  of  policy  verification  services  to 
Warner's  JUA  and  MTF  operations,  and  to  another  MTF  servicing 
carrier.  These  operations  have  been  phased  out  due  to  the  ending  of 
the  MTF  contract. 

Through  December  1990,  Warner  also  provided  microcomputer  sales 
and  hardware  maintenance  services  through  its  Microcorp  subsidiary. 
These  operations  were  discontinued  by  the  company  due  to  sales  and 
margin  problems. 

Effective  March  1992,  the  company  changed  its  name  to  Warner 
Insurance  Services  in  order  to  link  the  identification  of  the  company 
with  its  primary  services. 
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Financials  Fiscal  1992  revenue  reached  $90.5  million,  a 65%  increase  over  fiscal 

1991  revenue  of  $54.8  million.  Net  income  rose  98%,  from  $1.7  million 
in  fiscal  1991  to  $3.3  million  in  fiscal  1992.  A five-year  financial 
summary  follows: 


WARNER  INSURANCE  SERVICES,  INC. 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  millions,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

10/92 

10/91 

10/90 

10/89 

10/88 

Revenue 

$90.5 

$54.8 

$46.2 

$26.6 

$22.1 

• Percent  increase 

from  previous  year 

65% 

19% 

74% 

20% 

8% 

Income  (loss)  before 

$5.7 

$2.9 

$(0.4) 

$2.3 

$3.1 

taxes 

• Percent  increase 

(a) 

(a) 

(decrease)  from 

previous  year 

97% 

825% 

(121%) 

(25%) 

(29%) 

Net  income  (loss) 

$3.3 

$1.7 

$(0.2) 

$1.3 

$2.4 

• Percent  increase 
(decrease)  from 

previous  year 

98% 

950% 

(117%) 

(45%) 

7% 

Earnings  (loss)  per  share 
• Percent  increase 

$0.45 

$0.24 

$(0.03) 

(a) 

$0.20 

(a) 

$0.39 

(decrease)  from 

previous  year 

88% 

900% 

(115%) 

(49%) 

8% 

(a)  Includes  restructuring  charges  of  $2.2  million  ($0. 19  per  share)  and  $1.0  million  ($0.09  per  share)  for 
fiscal  1990  and  1989,  respectively,  related  to  discontinuing  the  operations  of  Microcorp. 


Warner  management  attributes  revenue  increases  during  fiscal  1992  to 
a 59%  increase  in  insurance  services  revenue,  and  a 73%  increase  in 
subcontracted  claims  servicing  revenue. 

■ Insurance  services  revenue  increased  as  a result  of  growth  in  the  full 
service  business,  including  the  servicing  of  the  full-service  contract 
with  Atlantic  Employers  Insurance  Company  and  Pacific  Employers 
Insurance  Company,  which  began  in  July  1991.  As  of  October  31, 
1992,  approximately  40,000  policies  were  being  serviced  under  this 
contract. 

• Revenue  in  the  full-service  business,  which  also  includes  various 
assigned  risk  and  depopulation  contracts,  accounted  for 
approximately  24%  of  insurance  services  revenue  in  fiscal  1992  as 
compared  to  5%  in  fiscal  1991. 
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Acquisitions/ 

Divestitures 


Employees 


Competitors 


• Higher  insurance  services  revenue  also  reflects  the  increases  in  the 
volume  and  fees  associated  with  policies  serviced  under  the  contract 
with  the  MTF. 

• Subcontracted  claims  servicing  revenue  represents  fees  that  are 
remitted  to  the  subcontractor  with  no  profit  markup  and  are  derived 
entirely  from  activities  associated  with  the  MTF. 

Revenue  for  the  three  months  ending  January  31,  1993  reached  $21.2 
million,  a 9%  increase  over  $19.4  million  for  the  same  period  in  1992. 
Net  income  was  over  $1.0  million,  a 64%  increase  over  $638,187  for  the 
same  period  a year  ago. 


In  the  third  quarter  of  fiscal  1992,  Warner  sold  its  financial  data  base 
business,  Warner  Information  Technologies,  to  Track  Data 
Corporation  of  New  York  (NY)  for  cash  and  notes  aggregating  about 
$1.5  million. 


As  of  October  31,  1992,  Warner  had  511  employees  (generating 
revenue  of  $177,191  per  employee).  The  company  currently  has  540 
employees,  segmented  as  follows: 


Employee  Category 

Number  of 
Employees 

Percent 
of  Total 

Policy  issuance 

205 

38% 

Claims 

85 

16% 

Cover-All  Systems 

30 

5% 

Insurance  services 

80 

15% 

MIS 

110 

20% 

Administration 

30 

6% 

Total 

540 

100% 

Competitors  in  the  insurance  processing  area  include  Electronic  Data 
Systems,  Policy  Management  Systems,  Computer  Sciences  Corporation, 
TTie  Robert  Plan  Corporation,  and  ISI  Systems. 
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Key  Products  and  Approximately  50%  of  Warner's  fiscal  1992  revenue  was  derived  from 
Services  insurance  services  (systems  operations)  provided  directly  by  Warner, 

46%  from  subcontracted  claims  servicing,  2%  from  electronic 
information  services  (data  base  services);  and  2%  from  microcomputer- 
based  software  products. 

A three-year  source  of  revenue  summary  follows: 


WARNER  INSURANCE  SERVICES,  INC. 
THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

10/92 

10/91 

10/90 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

Insurance  services 
(systems  operations) 

$44.8 

50% 

$26.8 

49% 

$19.6 

42% 

Subcontracted  services 

41.9 

46% 

24.3 

44% 

13.7 

30% 

Data  base  services  (a) 

2.0 

2% 

2.6 

5% 

2.4 

5% 

Software  products 

1.8 

2% 

1.1 

2% 

1.0 

2% 

Microcorp  (b) 

“ 

- 

- 

- 

9.5 

21% 

TOTAL 

$90.5 

100% 

$54.8 

100% 

$46.2 

100% 

(a)  These  operations  were  sold  during  fiscal  1992. 


(b)  These  operations  were  discontinued  in  December  1990. 

Full-Service  Automobile  Insurance  Services: 

Warner  provides  a range  of  policy  processing,  policy  administration, 
and  claims  administration  services  that  permit  automobile  insurance 
customers  to  outsource  part  of  or  all  their  policy/claims  administration. 

The  scope  of  Warner's  services  has  developed  over  the  years  from  its 
initial  services  of  just  policy  processing  to  full-service  capabilities  in 
1991,  including  claims  adjusting  and  settlement  services.  Previously, 
Warner  had  subcontracted  all  claims  adjusting  and  settlement  work  to  a 
third  party. 

Policy  Processing: 

Warner  processes  voluntary  and  mandatory  (assigned  risk)  auto 
policies  using  its  proprietary  Automobile  Insurance  Processing  System 
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(AIPS).  APIS  is  an  on-line  system  that  provides  customers  with 
immediate  access  to  information  regarding  drivers,  vehicles,  claims 
coverage,  and  cash  transactions. 

• AIPS  provides  policy  rating,  billing  and  collections,  underwriting 
rules,  endorsements,  policy  quotation  and  issuance,  cancellations 
and  reinstatements,  forms  productions,  and  management  and 
statistical  reporting. 

• There  are  currently  approximately  1.5  million  policies  maintained  on 
the  AIPS  data  base,  including  45,000  policies  for  which  Warner  also 
provides  policy  and  claims  administration  services.  Although  over 
90%  of  these  policies  are  New  York  and  New  Jersey  policies, 

Warner  also  maintains  policies  from  other  states,  including 
California,  Connecticut,  Louisiana,  Pennsylvania,  Texas,  and 
Florida. 

• Approximately  20  major  national  insurance  companies  maintain 
policies  on  AIPS,  including  Colonial  Penn  Group,  Kemper  Group, 
Crum  & Forster  Insurance  Companies,  Hanover  Insurance 
Companies,  Continental  Insurance  Company,  and  the  JUA/MTF. 

Policy  Administration: 

Policy  administration  services  consist  of  all  services  required  in 
connection  with  the  issuance  and  maintenance  of  an  auto  insurance 
policy  and  are  processed  on  AIPS. 

I ■ 

• Services  include  policy  issuance;  rating;  rate  pursuit;  billing, 
disbursements,  and  collections;  underwriting;  renewal  issuance; 
record  updates;  non-renewal  notices;  endorsements/policy  changes; 
cancellations;  net  commission  statements;  reinstatements;  ID  cards; 
records  management;  management  reporting;  and  statistical 
interfaces. 

Claims  Administration: 

Claims  administration  services  consist  of  all  the  services  necessary  to 
adjust  and  settle  auto  insurance  claims. 

• Services  include  first  report  of  claims,  administering  arbitration, 
establishing  and  maintaining  claim  files,  containing  medical  costs, 
determining  reserves,  overseeing  litigation,  appraising  and  settling 
claims,  pursuing  salvage  recovery,  subrogating  claims,  management 
and  statistical  reporting,  legal  defense,  and  investigating  possible 
fraud. 
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• Prior  to  fiscal  1991,  all  claims  servicing  had  been  subcontracted  to 
Material  Damage  Adjustment  Corporation,  which  has  an  agreement 
to  provide  such  services  for  the  duration  of  Warner's  contract  with 
the  JUA/MTF. 

Warner  has  acted  as  the  third-party  administrator  of  insurance  policies 
for  the  JUA  since  March  1989.  In  August  1990,  Warner  announced  an 
agreement  with  the  New  Jersey  Department  of  Insurance  under  which 
Warner  became  a servicing  carrier  for  the  MTF  (the  organization 
formed  to  replace  the  JUA)  under  a three-year  agreement  effective 
October  1,  1990. 

• Warner,  as  third-party  administrator,  furnishes  the  necessary 
personnel,  materials,  services,  equipment,  and  facilities  for  the 
provision  of  day-to-day  automobile  insurance  policy  services 
traditionally  provided  by  an  authorized  automobile  insurance 
company. 

• The  MTF  pays  Warner  monthly  for  providing  policy  issuance  and 
claims  settlement  in  accordance  with  a fee  schedule. 

• During  fiscal  1992,  Warner  processed,  as  a third-party  administrator, 
in  excess  of  250,000  MTF  policies. 

• JUA/MTF-related  activities  accounted  for  75%  of  Warner's  revenue 
in  fiscal  1992,  compared  to  81%  of  revenue  in  fiscal  1991,  and  60% 
in  fiscal  1990. 

• Revenue  and  expenses  related  to  the  MTF  contract  will  decline 
significantly  during  the  run-off  year  (fiscal  1993). 

COVER-ALL  Systems,  Inc.: 

Through  COVER-ALL  Systems,  Warner  provides  microcomputer- 
based  software  products  to  property  and  casualty  insurance  companies. 
COVER-ALL^  creates  systems  to  rate  and  issue  any  personal, 
commercial,  or  specialty  line  of  insurance.  Each  system  is  customized 
to  fit  the  individual  insurance  company's  rates,  underwriting  rules,  and 
coverage.  There  are  currently  over  30  companies  using  COVER-ALL. 


Approximately  98%  of  Warner's  fiscal  1992  revenue  was  derived  from 
the  property  and  casualty  insurance  industry,  and  2%  from  cross- 
industry data  base  services. 
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Major  insurance  industry  clients  include  the  following: 

• The  JUA/MTF  accounted  for  75%  ($66.4  million),  81%  ($44.4 
million),  and  60%  ($27.7  million)  of  total  revenue  for  fiscal  1992, 
1991,  and  1990,  respectively. 

• The  contract  with  Atlantic  Employers  Insurance  Company  and 
Pacific  Employers  Insurance  Company  accounted  for  about  10%  ($9 
million)  of  total  revenue  in  fiscal  1992.  This  revenue  will  continue  to 
grow  during  fiscal  1993  as  the  number  of  policies  serviced  is 
expected  to  increase  from  40,000  to  more  than  70,000  by  the  end  of 
fiscal  1993. 


One  hundred  percent  of  Warner's  fiscal  1992  revenue  was  derived  from 
the  U.S. 

The  company  has  offices  in  Fair  Lawn,  Somerset,  and  Teaneck  (NJ); 
and  Irving  (TX). 

Warner  maintains  data  centers  in  Fair  Lawn  and  Teaneck  (NJ). 
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COMPANY  PROFILE 


WARNER  INSURANCE 
SERVICES,  INC. 

17-01  Pollitt  Drive 
Fair  Lawn,  NJ  07410 
(201)  794-4800 


Harvey  Krieger,  Chairman  and  President 
Public  Corporation,  NYSE 
Total  Employees:  458 
Total  Revenue,  Fiscal  Year  End 
10/31/91:  $54,813,457 


The  Company 


Warner  Insurance  Services  (formerly  Warner  Computer  Systems), 
founded  in  1971,  is  a full-service  provider  of  automobile  insurance 
policy  processing  and  administrative  (systems  operations)  services 
to  the  insurance  industry.  Effective  March  1992,  the  company 
changed  its  name  to  Warner  Insurance  Services  in  order  increase 
identification  of  the  company  with  its  primary  services. 

’ These  services,  which  contributed  49%  to  Warner's  fiscal  1991 
revenue,  consist  of  underwriting,  policy  maintenance,  claims 
adjustment,  and  policy  processing  principally  in  the  assigned-risk 
automobile  insurance  category  as  a third-party  administrator  of 
insurance  policies  for  the  Market  Transition  Facility  of  New 
Jersey  (MTF),  formerly  the  New  Jersey  Automobile  Full 
Insurance  Underwriting  Association  (JUA). 

• Warner  also  subcontracts  certain  claims  services  related  to  the 
contract  with  the  JUA/MTF  to  Material  Damage  Adjustment 
Corporation,  an  independent  third-party  contractor.  Pass- 
through revenues  related  to  these  subtracted  services  were  44% 
of  Warner's  fiscal  1991  revenues. 

• Warner's  Cover-All  Systems,  Inc.  subsidiary,  based  in  Fair  Lawn 
(NJ),  provides  microcomputer-based  policy  insurance  software  to 
the  insurance  industry.  Revenues  from  this  unit  were  2%  of 
Warner's  fiscal  1991  revenue. 

• The  company's  Warner  Information  Technologies,  Inc. 
subsidiary,  based  in  Fair  Lawn  (NJ),  markets  and  sells  financial 
data  bases  to  the  investment  industry.  Revenues  from  this  unit 
were  5%  of  Warner's  fiscal  1991  revenue. 

' Premium  Inquiry  Services,  Inc.  of  Morganville  (NJ),  acquired  by 
Warner  in  1989,  provides  a range  of  policy  verification  services  to 
Warner's  JUA  and  MTF  operations,  as  well  as  to  another  MTF 
servicing  carrier. 
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• Through  December  1990,  Warner  also  provided  microcomputer 
sales  and  hardware  maintenance  services  through  its  Microcorp 
subsidiary.  These  operations  were  discontinued  by  the  company 
due  to  sales  and  margin  problems. 

- Microcorp  had  43  employees  and  generated  revenue  of 
approximately  $9.9  million,  $8.0  million,  and  $8.6  million  for 
fiscal  1990, 1989,  and  1988,  respectively.  Sales  from  this 
discontinued  business  were  zero  in  fiscal  1991. 

- As  a result  of  the  discontinued  operations,  Warner  recorded  a 
$2.2  million  restructuring  charge  against  fiscal  1990  results. 

Fiscal  1991  revenue  reached  $54.8  million,  a 19%  increase  over 
fiscal  1990  revenue  of  $46.2  million.  Net  income  reached  $1.7 
million,  compared  to  net  losses  of  $400,000  for  fiscal  1990.  A five- 
year  financial  summary  follows: 


WARNER  INSURANCE  SERVICES,  INC. 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  millions,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

10/91 

10/90 

10/89 

10/88 

10/87 

Revenue 

$54.8 

$46.2 

$26.6 

$22.1 

$20.5 

• Percent  increase 
from  previous  year 

19% 

74% 

20% 

8% 

28% 

Income  (loss)  before 
taxes 

$2.9 

$(0.4) 

$2.3 

$3.1 

$4.4 

• Percent  Increase 

(a) 

(a) 

(decrease)  from 

previous  year 

825% 

(121%) 

(25%) 

(29%) 

64% 

Net  income  (loss) 

• Percent  increase 

$1.7 

$(0.2) 

$1.3 

$2.4 

$2.3 

(decrease)  from 
previous  year 

950% 

(117%) 

(45%) 

7% 

62% 

Earnings  (loss)  per  share 
• Percent  increase 

$0.24 

$(0.03) 

(a) 

$0.20 

(a) 

$0.39 

$0.36 

(decrease)  from 

previous  year 

900% 

(115%) 

(49%) 

8% 

57% 

(a)  Includes  restructuring  charges  for  Microcorp  of  $2.2  million  ($0. 19  per  share)  and  $1.0  million 
($0.09  per  share)  for  fiscal  1990  and  1989,  respectively. 


Warner  management  attributes  revenue  increases  during  fiscal  1991 
to  a 33%  increase  in  insurance  services  revenue  and  a 77%  increase 
in  subcontracted  claims  servicing  revenue. 
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• Insurance  services  revenues  increases  were  primarily  the  result  of 
continuing  increases  in  the  volume  and  fees  associated  with 
automobile  insurance  policies  serviced  under  the  contract  with 
the  MTF.  Warner  commenced  servicing  policies  for  the 
JUA/MTF  during  March  1989.  In  addition,  fiscal  1991  reflects 
the  transition  of  some  MTF-related  business  from  prior  servicing 
carriers  to  Warner. 

• Subcontracted  claims  servicing  revenue  represents  fees  that  are 
remitted  to  the  subcontractor  with  no  profit  markup. 

Revenue  for  the  three  months  ending  January  31,  1992  reached 
$19.4  million,  a 78%  increase  over  $10.9  million  for  the  same  period 
in  1991.  Net  income  was  $638,000,  compared  to  $309,487  for  the 
same  period  a year  ago. 

As  of  October  31, 1991,  Warner  had  458  employees  (generating 
revenue  of  $119,680  per  employee),  segmented  as  follows: 


Employee  Category 

Number  of 
Employees 

Percent 
of  Total 

Sales/marketing 

13 

3% 

Programmers/technical 

126 

28% 

Managerial 

51 

11% 

Administrative/clerical 

268 

58% 

Total 

458 

100% 

Competitors  in  the  insurance  processing  area  include  Electronic 
Data  Systems,  Policy  Management  Systems,  Computer  Sciences 
Corporation,  The  Robert  Plan  Corporation,  and  ISI  Systems. 
Financial  data  base  competitors  include  Dow  Jones  & Company, 
CompuServe,  and  Lotus  OneSource. 


Approximately  49%  of  Warner's  fiscal  1991  revenue  was  derived 
from  systems  operations  processing  services  provided  directly  by 
Warner,  44%  from  subcontracted  claims  servicing,  5%  from 
electronic  information  services  (data  base  services);  and  2%  from 
microcomputer-based  software  products. 

A three-year  source  of  revenue  summary  follows: 
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WARNER  INSURANCE  SERVICES,  INC. 
THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

10/91 

10/90 

10/89 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

Systems  operations 

$26.8 

49% 

$19.6 

42% 

$13.7 

52% 

Subcontracted  services 

24.3 

44% 

13.7 

30% 

3.0 

11% 

Data  base  services 

2.6 

5% 

2.4 

5% 

1.9 

7% 

Software  products 

1.1 

2% 

1.0 

2% 

- 

-- 

Microcorp  (a) 

- 

- 

9.5 

21% 

8.0 

30% 

TOTAL 

$54.8 

100% 

$46.2 

100% 

$26.6 

100% 

(a)  These  operations  were  discontinued  in  December  1990. 


Full-Service  Automobile  Insurance  Services: 

Warner  provides  a range  of  policy  processing,  policy  administration, 
and  claims  administration  services  that  permit  automobile 
insurance  customers  to  outsource  part  or  all  of  their  policy/claims 
administration. 

• The  scope  of  Warner's  services  has  developed  over  the  years 
from  its  initial  services  of  just  policy  processing  to  full-service 
capabilities  in  1991,  including  claims  adjusting  and  settlement 
services.  Previously,  Warner  had  subcontracted  all  claims 
adjusting  and  settlement  work  to  a third  party. 

Policy  Processing: 

Warner  processes  voluntary  and  mandatory,  such  as  assigned  risk, 
auto  policies  using  its  proprietary  Automobile  Insurance  Processing 
System  (AIPS),  an  on-line  system  that  provides  customers  with 
immediate  access  to  information  regarding  drivers,  vehicles,  claims 
coverage,  and  cash  transactions. 

• AIPS  provides  policy  rating,  billing  and  collections,  underwriting 
rules,  endorsements,  policy  quotation  and  issuance,  cancellations 
and  reinstatements,  forms  productions,  and  management  and 
statistical  reporting. 
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• There  are  currently  more  than  1.46  million  policies  maintained 
on  the  AIPS  data  base.  While  over  85%  of  these  policies  are 
New  York  and  New  Jersey  policies,  Warner  also  maintains 
policies  from  other  states,  including  California,  Connecticut, 
Louisiana,  Pennsylvania,  Texas,  and  Florida. 

• Approximately  20  major  national  insurance  companies  maintain 
policies  on  AIPS,  including  Colonial  Penn  Group,  Kemper 
Group,  Crum  & Forster  Insurance  Companies,  Hanover 
Insurance  Companies,  Continental  Insurance  Company,  and  the 
JUA/MTF. 

Policy  Administration: 

Policy  administration  services  consist  of  all  services  required  in 

connection  with  the  issuance  and  maintenance  of  an  auto  insurance 

policy  and  are  processed  on  AIPS. 

• Services  include  policy  issuance;  rating;  rate  pursuit;  billing, 
disbursements,  and  collections;  underwriting;  renewal  issuance; 
record  updates;  non-renewal  notices;  endorcements/policy 
changes;  cancellations;  net  commission  statements; 
reinstatements;  ID  cards;  records  management;  management 
reporting;  and  statistical  interfaces. 

Claims  Administration: 

Claims  administration  services  consist  of  all  the  services  necessary 

to  adjust  and  settle  auto  insurance  claims. 

• Services  include  first  report  of  claims,  administering  arbitration, 
establishing  and  maintaining  claim  files,  containing  medical 
costs,  determining  reserves,  overseeing  litigation,  appraising  and 
settling  claims,  pursuing  salvage  recover,  subrogating  claims, 
management  and  statistical  reporting,  legal  defense,  and 
investigating  possible  fraud. 

• Warner's  claims  administration  department,  formed  during  1991, 
was  awarded  a five-year  contract  worth  about  $75  million  to 
provide  claims  administration  services  to  a major  insurance 
company. 

• Prior  to  fiscal  1991,  all  claims  servicing  had  been  subcontracted 
to  Material  Damage  Adjustment  Corporation,  which  has  an 
agreement  to  provide  such  services  for  the  duration  of  Warner's 
contract  with  the  JUA/MTF,  which  is  expected  to  continue 
through  1993. 
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Warner  has  acted  as  the  third-party  administrator  of  insurance 
policies  for  the  JUA  since  March  1989.  In  August  1990,  Warner 
announced  an  agreement  with  the  New  Jersey  Department  of 
Insurance  under  which  Warner  became  a servicing  carrier  for  the 
MTF  (the  organization  formed  to  replace  the  JUA)  under  a three- 
year  agreement  effective  October  1, 1990. 

• Warner,  as  third-party  administrator,  furnishes  the  necessary 
personnel,  materials,  services,  equipment,  and  facilities  for  the 
provision  of  day-to-day  automobile  insurance  policy  services 
traditionally  provided  by  an  authorized  automobile  insurance 
company. 

• The  MTF  pays  Warner  monthly  for  providing  policy  issuance  and 
claims  settlement  in  accordance  with  a fee  schedule. 

• During  fiscal  1991  Warner  processed,  as  a third-party 
administrator,  approximately  230,000  MTF  policies.  The 
company  also  furnished  processing  services  for  300,000  insurance 
policies  that  the  Hanover  Insurance  Company  services  as  part  of 
Hanover's  MTF  contract. 

• Directly,  and  indirectly  through  Hanover,  JUA/MTF-related 
activities  accounted  for  81%  of  Warner's  revenues  in  fiscal  1991, 
compared  with  60%  in  fiscal  1990. 

• Revenue  and  expenses  related  to  the  MTF  contract  are  expected 
to  decline  during  the  run-off  year  (fiscal  1993). 

COVER-ALL  Systems,  Inc.: 

Through  COVER-ALL  Systems,  Warner  provides  microcomputer- 
based  software  products  to  property  and  casualty  insurance 
companies.  COVER-ALL*^  creates  systems  to  rate  and  issue  any 
personal,  commercial,  or  specialty  line  of  insurance.  Each  system  is 
customized  to  fit  the  individual  insurance  company's  rates, 
underwriting  rules,  and  coverage.  There  are  currently  over  30 
companies  using  COVER-ALL. 

Warner  Information  Technologies,  Inc.: 

Financial  data  bases  offered  by  Warner  include  the  following: 

• The  Exchange  Master  is  a proprietary  data  base  containing 
descriptions  and  daily  historical  pricing,  dividend,  and  earnings 
information  for  the  past  10  years  on  over  20,000  securities. 

• The  Institutional  Brokers  Estimate  System  (I/B/E/S) 
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• Corporate  Bonds 

• Municipal  Bonds 

• Options 

• Standard  & Poor's  Compustat 

• Standard  & Poor's  P.C.  Scope 

• Disclosure  II 

• Value  Line 

• Commodities  and  Financial  Futures 

• Mutual  Funds 

The  division's  customers  include  Bear,  Stearns  & Co.;  Charles 
Schwab  & Co.;  Merrill  Lynch,  Pierce,  Fenner  & Smith; 
Oppenheimer  & Co.;  Smith  Barney;  Harris  Upham  & Co.;  Standard 
& Poor's;  Bell  Atlantic;  Equitable  Capital  Management;  Daiwa 
Bank  & Trust  Co.;  Yamaichi  Trust;  Paine  Webber;  and  Shearson 
Lehman  Hutton,  Inc. 

Customers  are  charged  on  a transaction,  data  item,  or  connect-time 
basis  and  monthly  billings  generally  range  from  $10  to  $500  for 
individual  users,  with  aimual  subscriptions  for  institutional  clients 
ranging  from  $6,000  to  $30,000  per  year. 

Warner  also  markets  InfoVest  (formerly  Money  Manager),  a 
microcomputer-based  financial  screening  package.  InfoVest  annual 
fees  range  from  $15,000  to  $30,000. 


Approximately  95%  of  Warner's  fiscal  1991  revenue  was  derived 
from  the  property  and  casualty  insurance  industry,  and  5%  from 
cross-industry  data  base  services. 

Major  insurance  industry  clients  include  the  following: 

• Hanover  Insurance  Company  accounted  for  approximately  13% 
($7.1  million),  14%  ($6.5  million),  and  23%  ($6.1  million)  of 
total  revenue  for  fiscal  1991,  1990,  and  1989,  respectively. 

• The  JUA  accounted  for  68%  ($37.3  million),  46%  ($21.2 
million),  and  16%  ($4.3  million)  of  total  revenue  in  fiscal  1991, 
1990,  and  1989,  respectively. 
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Warner's  financial  data  bases  are  used  by  account  executives,  money 
managers,  research  analysts,  and  other  in-house  professionals  of 
brokerages,  banks,  large  corporations,  and  insurance  companies,  as 
well  as  private  investors. 


One  hundred  percent  of  Warner's  fiscal  1991  revenue  was  derived 
from  the  U.S. 

The  company  has  offices  in  Fair  Lawn,  Morganville,  Somerset,  and 
Teaneck  (NJ);  Newport  Beach  (CA);  and  Irving  (TX). 

Warner  maintains  data  centers  in  Fair  Lawn  and  Teaneck  (NJ). 
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COMPANY  PROFILE 


WARNER  COMPUTER  SYSTEMS, 
INC. 

17-01  Pollitt  Drive 
Fair  Lawn,  NJ  07410 
(201)  794-4800 


Harvey  Krieger,  Chairman  and  President 
Public  Corporation,  NYSE 
Total  Employees:  386 
Total  Revenue,  Fiscal  Year  End 
10/31/90:  $46,190,208 
Information  Services  Revenue: 
$36,300,000 


The  Company  Warner  Computer  Systems,  Inc.,  founded  in  1971,  currently 

provides  back-office  systems  operations  processing  services  to  the 
insurance  industry,  principally  in  the  assigned-risk  automobile 
insurance  category  as  a third-party  administrator  of  insurance 
policies  for  the  New  Jersey  Automobile  Full  Insurance 
Underwriting  Association  (JUA)  and  for  the  Market  Transition 
Facility  of  New  Jersey  (MTF). 

• The  company  also  provides  access  to  a range  of  financial  data 
bases  to  the  financial  brokerage  community,  banks,  and  private 
investors. 

• Through  December  1990,  Warner  also  provided  microcomputer 
sales  and  hardware  maintenance  services  to  users  of  its 
financial  data  bases  and  to  the  general  business  community 
through  its  Microcorp  subsidiary.  These  operations  were 
discontinued  by  the  company  due  to  sales  and  margin  problems. 

- Microcorp  had  43  employees  and  generated  revenue  of 
approximately  $9.9  million,  $8.0  million,  and  $8.6  million  for 
fiscal  1990,  1989,  and  1988,  respectively. 

- As  a result  of  the  discontinued  operations,  Warner  recorded 
a $2.2  million  restructuring  charge  against  fiscal  1990  results. 

Fiscal  1990  revenue  reached  $46.2  million,  a 74%  increase  over 
fiscal  1989  revenue  of  $26.6  million.  A five-year  financial 
summary  follows: 
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WARNER  COMPUTER  SYSTEMS,  INC 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  millions,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

10/90 

10/89 

10/88 

10/87 

10/86 

Revenue 

• Percent  increase 

$46.2 

$26.6 

$22.1 

$20.5 

$16.0 

from  previous  year 

74% 

20% 

8% 

28% 

29% 

Income  (loss)  before 
taxes 

• Percent  Increase 

$(0.4) 

(a) 

$2.3 

(a) 

$3.1 

$4.4 

$2.7 

(decrease)  from 

previous  year 

(121%) 

(25%) 

(29%) 

64% 

82% 

Net  income  (loss) 

• Percent  increase 

$(0.2) 

$1.3 

$2.4 

$2.3 

$1.4 

(decrease)  from 
previous  year 

(117%) 

(45%) 

7% 

62% 

57% 

Earnings  (loss)  per  share 
• Percent  Increase 

$(0.03) 

(a) 

$0.20 

(a) 

$0.39 

$0.36 

$0.23 

(decrease)  from 

previous  year 

(115%) 

(49%) 

8% 

57% 

50% 

(a)  Includes  restructuring  charges  for  Microcorp  of  $2.2  million  ($0. 19  per  share)  and  $1.0  million 
($0.09  per  share)  for  fiscal  1990  and  1989,  respectively. 


Warner  management  attributes  revenue  increases  during  fiscal 
1990  to  the  following: 

• Information  services  revenue  was  primarily  attributed  to 
revenues  from  processing  policies  for  the  JUA.  Warner 
commenced  servicing  policies  for  the  JUA  during  March  1989. 
In  addition,  fiscal  1990  reflects  the  transition  of  some  JUA- 
related  business  from  prior  servicing  carriers  to  Warner  under 
the  JUA  contract. 

Acquisitions  made  by  Warner  include  the  following: 

• In  December  1989,  Warner  acquired  International  Computer 
Resources,  Inc.  of  Hackensack  (NJ)  for  approximately 
$458,000. 

- International  Computer  Resources  provided  microcomputer 
application  software  products,  including  COVER-ALL‘\  a 
policy  processing  system  for  property  and  casualty  insurance 
companies. 
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- In  connection  with  this  purchase,  Warner  formed  a wholly 
owned  subsidiary,  COVER-ALL  Systems,  Inc.,  to  provide  the 
software  products  to  smaller  and  midsized  property  and 
casualty  insurance  companies. 

• In  November  1989,  Warner  acquired  Premium  Inquiry  Services, 
Inc.  of  Jamesburg  (NJ)  for  a purchase  price  based  on  future 
performance.  Premium  provides  a range  of  policy  verification 
services  to  Warner's  JUA  and  MTF  operations,  as  well  as  to 
another  MTF  servicing  carrier.  Premium  Inquiry  Services  now 
operates  as  a subsidiary  of  Warner 

In  addition  to  the  subsidiaries  described  above,  Warner  also  has 

two  divisions  as  follows: 

• The  Insurance  Systems  Division,  headquartered  in  Fair  Lawn 
(NJ)  with  198  employees,  provides  systems  operations 
processing  and  associated  production  services  for  automobile 
insurance  policies.  This  division  contributed  approximately 
72%,  63%,  and  53%  to  total  revenue  in  fiscal  1990,  1989,  and 

1988,  respectively. 

• The  Information  Technologies  Division  (formerly  the  Financial 
Services  Division),  headquartered  in  Fair  Lawn  with  19 
employees,  provides  on-line  financial  data  base  services  to  the 
financial  services  industry.  This  division  contributed 
approximately  5%,  7%,  and  8%  to  total  revenue  for  fiscal  1990, 

1989,  and  1988,  respectively. 

As  of  October  31,  1990,  Warner  had  386  employees  (generating 

revenue  of  $119,663  per  employee),  segmented  as  follows: 


Employee  Category 

Number  of 
Employees 

Percent 
of  Total 

Sales/marketing 

18 

5% 

Programmers/technical 

102 

26% 

Managerial 

41 

11% 

Administrative/clerical 

225 

58% 

Total 

386 

100% 

Competitors  in  the  insurance  processing  area  include  Electronic 
Data  Systems,  Policy  Management  Systems,  Computer  Sciences 
Corporation,  and  ISI  Systems.  Financial  data  base  competitors 
include  Dow  Jones  & Company,  CompuServe,  and  Lotus 
OneSource. 
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Key  Products  and  INPUT  estimates  approximately  72%  of  Warner's  fiscal  1990 
Services  revenue  was  derived  from  systems  operations  processing  services 

(third-party  administration  of  auto  insurance  policies);  5%  from 
electronic  information  services  (data  base  services);  and  21%  from 
hardware  and  associated  maintenance  services.  The  remaining 
2%  of  revenue  was  derived  from  COVER-ALL  and  Premium 
Inquiry  Services  operations. 


WARNER  COMPUTER  SYSTEMS,  INC. 
THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FiSCAL  YEAR 

10/90 

10/89 

10/88 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

Systems  operations 

$33.3 

72% 

$16.7 

63% 

$11.7 

53% 

Network  services 

2.3 

5% 

1.9 

7% 

1.8 

8% 

Microcorp 

- Hardware 

7.8 

17% 

6.3 

24% 

7.5 

34% 

- Maintenance 

1.9 

4% 

1.7 

6% 

1.1 

5% 

Other 

0.9 

2% 

- 

- 

- 

“ 

TOTAL 

$46.2 

100% 

$26.6 

100% 

$22.1 

100% 

Insurance  Systems  Division: 

Warner  provides  major  insurance  companies  with  specialized 
back-office  processing  and  production  services,  dealing  principally 
with  assigned-risk  auto  insurance  policies. 

• These  policies,  currently  over  1.3  million,  are  maintained  and 
serviced  at  Warner's  data  centers.  The  policies  either  are 
assigned  to  insurance  companies  that  are  required  by  state 
insurance  regulations  to  provide  coverage,  or,  in  certain  states, 
are  underwritten  by  a state  facility  and  administered  by  private 
insurance  companies  or  third-party  processing  companies. 

Warner  has  acted  as  the  third-party  administrator  of  insurance 
policies  for  the  JUA  since  March  1989.  In  August  1990,  Warner 
announced  an  agreement  with  the  New  Jersey  Department  of 
Insurance  under  which  Warner  became  a servicing  carrier  for  the 
MTF  (the  organization  formed  to  replace  the  JUA)  under  a three- 
year  agreement  effective  October  1,  1990. 
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• Warner,  as  third-party  administrator,  furnishes  the  necessary 
personnel,  materials,  services,  equipment,  and  facilities  for  the 
provision  of  day-to-day  automobile  insurance  policy  services 
traditionally  provided  by  an  authorized  automobile  insurance 
company. 

• The  JUA  pays  Warner  monthly  for  providing  policy  issuance 
and  claims  settlement  in  accordance  with  a fee  schedule. 

• During  fiscal  1990,  Warner  processed,  as  a third-party 
administrator,  approximately  146,000  JUA  policies.  The 
company  also  furnished  processing  services  for  300,000 
insurance  policies  that  the  Hanover  Insurance  Company 
services  as  part  of  Hanover's  JUA  contract. 

• In  aggregate,  Warner  handles  processing  for  about  44%  of  the 
JUA  portfolio  and,  in  fiscal  1990,  derived  approximately  60%  of 
its  revenues  from  its  JUA-related  business. 

• The  MTF  has  contracted  with  fewer  servicing  carriers,  and  as  a 
result,  Warner  was  assigned  additional  automobile  policies 
during  the  first  year  of  processing  (from  an  estimated  225,000  to 
245,000). 

• As  of  October  31,  1990,  Warner  employed  166  individuals  to 
manage  its  JUA/MTF-related  operations. 

During  fiscal  1990,  Warner  signed  its  first  contract  with  a major 
insurance  company  to  provide  third-party  administration  services 
from  its  facility  in  Somerset  (NJ).  Warner  provides  complete 
policy  administration  services  similar  to  those  provided  to  the  JUA 
and  MTF. 

Warner  processes  the  assigned-risk  auto  policies  using  its 
proprietary  Automobile  Insurance  Processing  System  (AIPS),  an 
on-line  system  that  provides  customers  with  immediate  access  to 
information  regarding  drivers,  vehicles,  claims  coverage,  and  cash 
transactions. 

• AIPS  provides  automatic  rating  of  policies;  billing  and 
collections;  prorating  of  endorsements  and  cancellations; 
generation  of  declaration  pages,  ID  cards,  cancellation  notices 
and  reinstatements;  processing  and  installment  payments  and 
cash  suspension;  and  the  generation  of  daily  and  monthly 
reports. 

• There  are  currently  more  than  1.3  million  policies  maintained 
on  the  AIPS  data  base.  While  over  85%  of  these  policies  are 
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New  York  and  New  Jersey  policies,  Warner  also  maintains 
policies  from  other  states,  including  California,  Connecticut, 
Louisiana,  Pennsylvania,  Texas,  and  Florida. 

• Approximately  20  major  national  insurance  companies 
maintain  policies  on  AIPS,  including  Colonial  Penn  Group, 
Kemper  Group,  Crum  & Forster  Insurance  Companies, 
Hanover  Insurance  Companies,  Continental  Insurance 
Company,  the  JUA  and  the  MTF. 

COVER-ALL  Systems,  Inc.: 

Through  COVER-ALL  Systems,  Warner  provides  microcomputer- 
based  software  products  to  property  and  casualty  insurance 
companies.  COVER-ALL"^  creates  systems  to  rate  and  issue  any 
personal,  commercial,  or  specialty  line  of  insurance.  Each  system 
is  customized  to  fit  the  individual  insurance  company's  rates, 
underwriting  rules,  and  coverage.  There  are  currently  over  30 
companies  using  COVER-ALL. 

Information  Technologies  Division: 

Financial  data  bases  offered  by  Warner  include  the  following: 

• The  Exchange  Master  is  a proprietary  data  base  containing 
descriptions  and  daily  historical  pricing,  dividend,  and  earnings 
information  for  the  past  10  years  on  over  20,000  securities. 

• The  Institutional  Brokers  Estimate  System  (I/B/E/S) 

• Corporate  Bonds 

• Municipal  Bonds 

• Options 

• Standard  & Poor's  Compustat 

• Standard  & Poor's  P.C.  Scope 

• Disclosure  II 

• Value  Line 

• Commodities  and  Financial  Futures 

• Mutual  Funds 
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The  division's  customers  include  Bear,  Stearns  & Co.;  Charles 
Schwab  & Co.;  Merrill  Lynch,  Pierce,  Fenner  & Smith; 
Oppenheimer  & Co.;  Smith  Barney;  Harris  Upham  & Co.; 
Standard  & Poor's;  Bell  Atlantic;  Equitable  Capital  Management; 
Daiwa  Bank  & Trust  Co.;  Yamaichi  Trust;  Paine  Webber;  and 
Shearson  Lehman  Hutton,  Inc. 

Customers  are  charged  on  a transaction,  data  item,  or  connect- 
time basis  and  monthly  billings  generally  range  from  $10  to  $500 
for  individual  users,  with  annual  subscriptions  for  institutional 
clients  ranging  from  $6,000  to  $30,000  per  year. 

Warner  also  markets  InfoVest  (formerly  Money  Manager),  a 
microcomputer-based  financial  screening  package.  InfoVest 
annual  fees  range  from  $15,000  to  $30,000. 


Approximately  72%  ($33.3  million)  of  Warner's  fiscal  1990 
revenue  was  derived  from  the  property  and  casualty  insurance 
industry,  and  5%  ($2.3  million)  from  cross-industry  data  base 
services.  The  remainder  of  revenue  was  derived  principally  from 
microcomputer  sales  and  maintenance  services. 

Major  insurance  industry  clients  include  the  following: 

• Hanover  Insurance  Company  accounted  for  approximately  14% 
($6.5  million),  23%  ($6.1  million),  and  27%  ($6.0  million)  of 
total  revenue  for  fiscal  1990,  1989,  and  1988,  respectively. 

• The  JUA  accounted  for  45%  ($20.8  million)  and  16%  ($4.3 
million)  of  total  revenue  in  fiscal  1990  and  1989,  respectively. 

Warner's  financial  data  bases  are  used  by  account  executives, 
money  managers,  research  analysts,  and  other  in-house 
professionals  of  brokerages,  banks,  large  corporations,  and 
insurance  companies,  as  well  as  private  investors. 


One  hundred  percent  of  Warner's  fiscal  1990  revenue  was  derived 
from  the  U.S. 

The  company  has  offices  in  Fair  Lawn,  Jamesburg,  Somerset,  and 
Teaneck  (NJ),  and  Los  Angeles  (CA). 

Warner  maintains  data  centers  in  Fair  Lawn  and  Teaneck  (NJ). 
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COMPANY  PROFILE 


WARNER  COMPUTER  SYSTEMS,  INC. 

259  Cedar  Lane 
Teaneck,  NJ  07666 
(201)  692-9400 


Harvey  Krieger,  Chairman  and  President 
Public  Corporation,  OTC 
Total  Employees:  120 
Total  Revenue,  Fiscal  Year  End 
10/31/86:  $16,004,679 
Computer  Services  Revenue: 

$8,500,000* 


THE  COMPANY 

• Warner  Computer  Systems,  Inc.,  founded  in  1971,  provides  back-office  proces- 
sing services  to  the  automobile  insurance  industry  and  financial  and  invest- 
ment data  base  services  and  software  to  brokerage  houses,  institutional 
investors,  and  individuals.  The  company  also  markets,  installs,  and  maintains 
microcomputers  and  computer  networks  for  financial  data  base  customers  and 
the  general  business  community. 

• Fiscal  1986  revenue  reached  $16  million,  a 29%  increase  over  $12.4  million  for 
fiscal  1985.  Net  income  rose  57%,  from  $890,000  in  fiscal  1985  to  $1.4 
million  in  fiscal  1986.  A five-year  financial  summary  follows: 


*1NPUT  estimate 


I of  6 
AAay  1987 
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WARNER  COMPUTER  SYSTEMS,  INC. 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


*Percent  change  exceeds  1,000% 


• INPUT  estimates  Warner's  fiscal  1986  computer  services  revenue  reached  $8.5 
million,  a 35%  increase  over  fiscal  1985  computer  services  revenue  of  $6.3 
million.  A three-year  summary  of  source  of  revenue,  as  provided  by  Warner, 
follows  ($  thousands); 


— FISCAL  YEAR 

ITEM 

10/86 

10/85 

10/84 

Computer  services  and 
maintenance  revenue  (a) 

$ 9,026 

$ 6,795 

$4,273 

Computer  equipment  sales 

6,934 

5,540 

3,720 

Other  (b) 

45 

50 

51 

Total 

$ 16,005 

$ 12,385 

$ 8,044 

(a)  Includes  estimated  hardware  maintenance  revenue  of  $600,000,  $500,000,  and 
$350,000  for  fiscal  1986,  1985,  and  1984,  respectively. 

(b)  Other  revenue  primarily  includes  interest  income. 
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Warner  managennent  attributes  computer  services  revenue  growth  to  an 
increase  in  the  number  of  automobile  insurance  policies  processed,  increased 
use  of  the  company's  financial  data  bases,  and  to  initial  sales  of  Warner's 
newly  introduced  proprietary  microcomputer  financial  screening  software 
package,  FINPAK®  . 


In  September  1986,  Warner  sold  304,700  shares  of  common  stock  in  a public 
offering.  The  net  proceeds  of  approximately  $1  million  from  this  issuance 
were  used  to  purchase  computer  equipment,  expand  data  processing  facilities, 
repurchase  common  stock  purchase  warrants  issued  In  connection  with  the 
company's  Initial  public  offering,  and  repay  debt. 


In  February  1984  Warner  made  an  initial  public  offering  of  approxi- 
mately two  million  shares  of  stock.  Net  proceeds  were  approximately 
$ 1 .5  million. 

Revenue  for  the  three  months  ending  January  31,  1987  were  $4.9  million,  a 
30%  increase  over  $3.4  million  for  the  same  period  in  1986.  Net  income  for 
the  period  rose  44%,  from  $324,909  to  $466,657. 


Warner  is  currently  organized  into  three  divisions  as  follows; 

The  Insurance  Systems  Division,  headquartered  in  Hackensack  (NJ), 
provides  processing  and  associated  production  services  to  automobile 
insurance  companies,  primarily  for  assigned-risk  policies.  This  division 
contributed  approximately  48%,  47%,  and  4596  to  total  fiscal  1986, 
1985,  and  1984  revenue,  respectively. 


The  Financial  Services  Division,  also  headquartered  in  Hackensack, 
provides  on-line  financial  data  base  services  to  the  financial  services 
industry.  This  division  contributed  approximately  12%,  16%,  and  27% 
to  total  fiscal  1986,  1985,  and  1984  revenue,  respectively. 


The  Microcomputer  Sales  and  Maintenance  Division,  with  offices  in 
Little  Ferry  (NJ)  and  Saddlebrook  (NJ),  markets,  installs,  and  maintains 
IBM  microcomputers.  This  division  contributed  approximately  40%, 
37%,  and  28%  to  total  fiscal  1986,  1985,  and  1984  revenue, 

respectively. 

As  of  October  31,  1986,  Warner  had  approximately  120  employees,  segmented 
as  follows: 


Insurance  Systems  Division  14 

Financial  Services  Division  15 

Microcomputer  sales/maintenance 
services  30 

Computer  operations  42 

General  and  administrative  19 


120 
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• Major  computer  services  competitors,  by  service,  include  the  following: 

Insurance  processing:  Policy  Management  Systems  and  Grumman  Data 
Systems. 

Financial  data  base  services:  Dow  Jones  & Co.,  CompuServe,  Inc.,  and 
The  Source  (Source  Telecomputing). 

KEY  PRODUCTS  AND  SERVICES 

• INPUT  estimates  that  the  majority  of  Warner's  $8.5  million  in  computer 
services  revenue  was  derived  from  processing  services  and  the  remainder  from 
its  FINPAK  microcomputer  software  product. 

• Through  its  Insurance  Systems  Division,  Warner  provides  processing  and 
production  services  to  automobile  casualty  insurance  companies  in  the  area  of 
policy  writing,  billing  and  collections,  statistical  reporting,  financial/man- 
agement reports,  and  claims  processing. 

The  division  has  shown  steady  growth  due  to  its  specialized  handling  of 
assigned-risk  insurance  policies  for  hard-to-insure  drivers.  In  response 
to  the  introduction  of  New  Jersey's  Joint  Underwriting  Association 
(JUA)  in  1984,  Warner  developed  an  on-line  system  for  assigned-risk 
policy  management.  The  system  provides  insurers  immediate  access  to 
information  to  modify  or  record  any  information  24  hours  a day,  seven 
days  a week,  on  a per-policy  charge  basis. 

Warner  is  also  participating  in  a new  form  of  assigned  risk  business  in 
New  York,  the  Limited  Assignment  Distribution  Plan. 

During  fiscal  1986  Warner  administered  over  870,000  policies, 
compared  to  700,000  in  fiscal  1985  and  540,000  in  fiscal  1984. 

Warner's  largest  client,  Hanover  Insurance  Company,  accounted  for 
24%,  17%,  and  12%  of  total  revenue  for  fiscal  1986,  1985,  and  1984, 
respectively.  Other  major  customers  include  Colonial  Penn  Group, 
Continental  Insurance,  Crum  & Forster  Insurance,  and  Kemper  Group. 

• Through  its  Financial  Services  Division,  Warner  provides  on-line  financial  data 
base  services  to  brokerage  houses,  banks,  and  money  managers. 

Data  bases  offered  by  Warner  include  the  following: 

. The  Institutional  Brokers  Estimate  System  (IBES)  monitors 
earnings  forecasts  of  companies  whose  stock  is  traded  by 
institutional  investors.  Data  on  more  than  3,000  companies  are 
provided  by  more  than  115  leading  Wall  Street  and  regional 
brokerage  firms.  IBES  is  updated  weekly. 
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. The  Exchange  Master  provides  descriptions,  historical  pricing, 
dividends,  and  earning  information  on  more  than  50,000  securi- 
ties. Data  are  updated  daily,  and  daily  historical  prices  date  to 
1976. 

. Corporate  Bonds  offers  data  on  more  than  16,000  traded  bonds, 
updated  and  priced  weekly  and  monthly.  There  are  14  data 
elements  available  for  each  bond  series. 

. Municipal  Bonds  provides  bond  prices  in  response  to  client 
requests,  using  a matrix  system  with  nine  data  elements.  It  is 
updated  each  Friday  and  at  the  month's  end. 

. Options  offers  complete  data  on  all  traded  options,  including 
high,  low,  and  closing  prices,  tickers,  exchange,  open  interest, 
etc.  Data  remain  on-line  for  one  month  after  options  expire. 

. Compustat  allows  users  to  retrieve  financial  statement  informa- 
tion on  more  than  6,000  companies  dating  back  20  years  and  40 
quarters. 

. Disclosure  II  offers  facts  and  figures  on  public  companies 

required  to  file  periodic  reports.  More  than  90  categories  of 
data  are  available  on  more  than  9,000  publicly  held  companies 
trading  on  the  New  York  and  American  Stock  Exchanges. 
Foreign  companies  trading  stock  in  the  U.S.  and  all  new 
registrants  are  included. 

. Delayed  Stock  Market  Pricing  allows  investors  to  access 

information  on  stock  pricing,  updated  on  a delayed  basis.  For 
immediate  tracking,  this  data  base  offers  complete  updates, 
from  which  clients  can  make  investment  decisions. 

. Insider  Trading  offers  investors  access  to  SEC-reported  informa- 
tion about  corporate  insider  trading.  This  provides  data  the 
investor  needs  for  more  sophisticated  analysis. 

Warner  currently  has  over  13,000  subscribers  (compared  to  6,900  in 

fiscal  1985  and  3,000  in  fiscal  1984)  for  its  data  base  services.  Major 

clients  include  Charles  Schwab  & Co.,  Merrill  Lynch  Pierce  Fenner  & 

Smith,  Smith  Barney  Harris  Upham  & Co.,  Oppenheimer  & Co.,  and 

Standard  & Poors  Corporation. 

• During  1986  Warner  introduced  FINPAK,  a microcomputer-based  financial 
screening  package.  FINPAK  enables  Warner's  data  base  users  to  screen 
fundamental  financial  and  stock  market  data  on  a variety  of  companies  prior 
to  setting  their  own  criteria  for  those  companies  they  wish  to  examine 
further.  Using  FINPAK  information  can  be  downloaded  from  Warner's  data 
bases  to  the  users'  microcomputer  for  further  analysis. 
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• Through  its  Microcomputer  Soles  and  Maintenance  Division,  Warner  markets 
IBM  microcomputers  to  companies  who  use  Warner's  financial  data  bases  and 
insurance  processing  services  and  provides  maintenance  services  on  more  than 
2,000  systems  for  some  400  companies. 

Warner  is  a value-added  dealer  for  IBM  and  factory-authorized  to 
provide  maintenance  services  in  the  New  York  metropolitan  area. 

Maintenance  revenue  is  derived  primarily  from  annual  contracts. 
Clients  include  the  New  York  City  Transit  Authority,  Nassau  County, 
Combustion  Engineering,  MTV,  and  the  Hackensack  Water  Company. 

INDUSTRY  MARKETS 

• INPUT  estimates  approximately  80%  of  Warner's  computer  services  revenue  is 
derived  from  the  insurance  industry  and  the  remainder  from  the  banking  and 
finance  industry. 

• Warner's  target  market  for  its  services  include  automobile  insurance 

companies,  brokerage  firms,  institutional  investors,  and  private  investors. 

GEOGRAPHIC  MARKETS 

• One  hundred  percent  of  Warner's  revenue  is  derived  from  the  U.S. 

• The  company  is  headquartered  in  Teaneck  (NJ).  Division  locations  are  in 
Hackensack  (Insurance  Systems  and  Financial  Services  Divisions),  Little  Ferry 
(microcomputer  maintenance),  and  Saddlebrook  (microcomputer  sales). 

COMPUTER  HARDWARE  AND  SOFTWARE 

• Warner  maintains  data  centers  in  Teaneck  and  Hackensack  (NJ)  with 

Honeywell  mainframes  installed. 
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WAVEFRONT  TECHNOLOGIES  Larry  S.  Barels,  Chairman  and  Founder 
530  East  Montecito  Street  Harold  F.  Enright,  Jr.,  President  and  CEO 

Santa  Barbara,  CA  93103  Private  Company 


(805)  962-8117 

Total  Employees:  150 
Total  Revenue,  Fiscal  Year  End 
12/31/90:  $15,000,000* 

* INPUT  estimate 

The  Company 

Wavefront  Technologies  (Wavefront),  founded  in  1984,  is  a supplier 
of  dynamic  3D  computer  animation  and  rendering  software  for  the 
scientific,  engineering,  and  entertainment  markets. 

Wavefront  has  obtained  over  $20  million  in  funding  from  venture 
capital  and  private  investors.  The  major  investors  include: 
Montgomery  Securities,  Ventures  West,  the  Mayfield  Fund,  GIMV, 
Barco  Industries,  Berkeley  International,  and  CSK  Corporation. 

In  February  1987,  Wavefront  acquired  the  marketing  rights  to  the 
graphics  software  produced  by  Abel  Image  Research  (the  software 
division  of  Robert  Abel  and  Associates). 

Key  Products  and 
Services 

One  hundred  percent  of  Wavefront's  1990  revenue  was  derived 

from  software  products  and  associated  support  services. 

Wavefront  develops  and  markets  The  Visualizer  Series''^,  a family 

of  3D  animation  rendering  products. 

• These  products  are  based  on  current  standards  including  UNIX 
System  V and  UNIX  Berkeley  4.2  operating  systems,  Ethernet, 
TCP/IP,  and  standard  video  output  and  frame  storage  formats. 

• The  software  runs  on  a range  of  hardware  platforms,  including 
Alliant,  Cray,  DEC,  Hewlett-Packard,  IBM,  Silicon  Graphics, 
Stardent,  and  Sun  systems. 

The  Visualizer  Series  includes  the  following  products: 

• The  Advanced  Visualizer™  is  composed  of  four  separate 
modules:  3D  Model,  3D  Pre  View,  3D  Image,  and  3D  Medit. 
These  three-dimensional  design  tools  allow  users  access  to  a 
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complete  graphics  toolkit  from  which  to  construct  high-quality 
single  or  sequential  frames. 

The  Personal  Visualizer™  includes  a core  system  package  of 
mouse-drive  menus  that  allow  inexperienced  users  to  import 
three-dimensional  data,  position  it  in  three-dimensional  space, 
view  it  from  any  angle,  and  generate  3D  photo-realistic  images  of 
the  data.  It  is  designed  to  be  bundled  with  OEM  workstations 
and  options. 

- Personal  Visualizer  Options  offer  specialized  functions  to 
build  a 3D  graphics  system  customized  to  user  needs.  Current 
options  include  IGES  Personal  Translator,  I-DEAS  Solid 
Modeling  Personal  Translator,  Personal  Libraries  of  Surface 
Materials  and  Lights,  and  Visual  C Programmer's  Toolkit. 

The  Data  Visualizer™  is  a multidimensional  data  analysis 
package  for  visualizing  technical  data  from  various  disciplines. 
Tools  were  designed  specifically  for  scientists  and  researchers. 

The  Visualizer  Servers™  are  designed  to  provide  animation  and 
image  generation  in  computationally  efficient  environments  that 
do  not  have  interactive  and  graphic  input  and  output  capabilities. 
These  environments  include  Silicon  Graphics  Power  Series 
Compute  Servers,  Cray/UNICOS  supercomputers,  and  IBM 
3090s  running  AIX.  The  Visualizer  Servers  feature  PreView  and 
Image  software  modules  used  to  create  high-quality  graphics  in 
either  single  or  sequential  frames. 


Wavefront  targets  its  imaging  system  at  three  main  industry 

segments. 

• Entertainment,  including  television  networks,  independent 
television  stations,  and  film  and  video  production  groups 

■ Science  and  engineering,  to  display  CAD  data  base  information 
and  other  applications  where  objects  can  be  viewed  accurately 
and  in  motion  as  well  as  to  visualize  complex  data  bases  and 
simulations 

• Corporate  communications  departments  of  Fortune  1000 
companies 
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Wavefront's  sales  are  segmented  approximately  as  follows: 


Science  and  engineering 

50% 

Entertainment 

35% 

Corporate  media  centers 

15% 

100% 

Wavefront  sells  its  products  directly  to  each  industry  segment. 


Approximately  12%  of  Wavefront's  1990  revenue  was  derived  from 
the  U.S.,  14%  from  Europe,  and  14%  from  Asia. 

Wavefront  has  regional  sales  offices  in  Atlanta,  Boston,  Chicago, 
Los  Angeles,  New  York,  San  Francisco,  Santa  Barbara,  and 
Washington,  D.C. 

Wavefront  has  European  offices  in  England,  France,  Belgium,  Italy, 
and  Germany  and  a subsidiary  in  Japan. 

The  company  also  has  distributors  in  Australia,  Hong  Kong,  Korea, 
and  Taiwan. 
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WAVEFRONT  TECHNOLOGIES  Larry  Barels,  CEO 

530  E.  Montecito  Street  Private  Company 

Santa  Barbara,  CA  93103  Total  Employees:  85 

(805)  962-8117  Total  Revenue,  Fiscal  Year  End 

12/31/88:  $10,000,000* * 

* INPUT  estimate 


The  Company  Wavefront  Technologies  (Wavefront),  founded  in  1984,  is  a 

supplier  of  dynamic  3D  computer  animation  and  rendering 
software  for  the  scientific,  engineering,  and  entertainment 
markets. 

Wavefront  has  obtained  over  $9  million  in  funding  from  venture 
capital  and  private  investors.  The  major  investors  include: 
Montgomery  Securities,  Ventures  West,  the  Mayfield  Fund,  and 
GIMV. 

In  February  1987,  Wavefront  acquired  the  marketing  rights  to  the 
graphics  software  produced  by  Abel  Image  Research  (the  software 
division  of  Robert  Abel  and  Associates). 

INPUT  estimates  that  Wavefront  had  1988  revenue  of 
approximately  $10  million. 

Wavefront  currently  employs  approximately  85  people. 


Key  Products  and  Wavefront  develops  and  markets  the  Dynamic  Imaging  System,  a 
Services  combination  of  ofTthe-shelf  hardware  and  Wavefront's  3D 

animation  and  rendering  software  modules. 

• Software  modules  include  the  follwing: 

- Model  provides  the  functions  required  to  create,  store,  edit 
and  display  3D  object  descriptions.  The  user  interface  is 
characterized  by  pop-up  menus  and  keyboard  commands. 

- PreView  provides  the  functions  necessary  to  create,  input, 
store,  analyze  and  display  motion  of  3D  objects.  PreView 
can  use  data  created  by  other  software  or  CAD  systems  for 
motion  and  trajectories.  PreView  provides  interfaces  to  both 
video  and  film. 
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- Image/Medit  is  the  combination  of  the  Image  and  Medit 
modules. 

• Image  includes  an  image  rendering  program;  a variety  of 
utility  programs  to  manipulate  and  post-process  images; 
and  a set  of  utility  libraries  to  provide  tools  for  the 
construction  of  special  purpose  programs.  Object- 
oriented  programming  techniques  have  been  used  to 
provide  flexibility,  easy  upgrading,  and  user  accessibility 
to  the  software  on  a programming  level. 

• Medit  (the  Materials  Editor)  creates  and  modifies 
material,  lighting,  texture,  and  atmospheric  files  in  an 
interactive  fashion.  The  user  selects  any  combination  of 
properties  and  attributes,  and  the  result  is  rendered  to 
the  screen.  The  system  also  allows  side-by-side 
comparison  of  images. 

• The  Dynamic  Imaging  System  uses  the  following  hardware: 

- Design  station:  supports  UNIX-based  graphic  workstations. 

- Compute  servers:  runs  on  UNIX-based  Compute  servers. 

- Paint  systems:  Barco,  Creator  2500  and  2600;  Media  Logic, 
Artisan;  TIPS,  Targa  and  Vista. 

- Input  devices  (digitizing  tablets):  GTCO  and  Hitachi. 

- Video  (animation  controllers):  Diaquest,  DQ422  and  DQ50; 
Lyon  Lamb,  VAS  IV,  V,  Delta  and  MiniVAS. 

- Video  tape  recorders:  Ampex,  Betacam,  Sony 

• The  Dynamic  Imaging  System  is  available  as  a turnkey  solution 

based  on  Silicon  Graphics'  hardware  or  as  a software  solution. 

- Pricing  for  the  software  solution  is  between  $23,000  and 
$80,000  based  on  the  complexity  of  the  system. 

Included  with  each  Dynamic  Imaging  System  is  a week  of  training 
for  two  people  at  Wavefront  headquarters.  A support  hotline 
service,  an  electronic  mail  problem  network,  product  updates,  a 
user  group,  and  a third-party  product  catalog  are  also  available  as 
part  of  the  customer  support  for  the  Dynamic  Imaging  System. 
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Wavefront  targets  its  imaging  system  at  three  main  industry 
segments. 

• Entertainment,  including  television  networks,  independent 
television  stations,  and  film  and  video  production  groups. 

• Science  and  engineering,  to  display  CAD  data  base  information 
and  other  applications  where  objects  can  be  viewed  accurately 
and  in  motion. 

• Corporate  communications  departments  of  Fortune  1000 
companies. 

Wavefront's  sales  are  segmented  approximately  as  follows: 

Entertainment  60% 

Science  and  engineering  40% 

100% 

Wavefront  sells  its  products  directly  to  each  industry  segment. 


Wavefront  sells  its  products  both  domestically  and  internationally. 

Wavefront  has  regional  sales  offices  in  Los  Angeles  and  Sierra 
Madre  (CA),  Chicago,  New  York,  and  Washington,  D.C. 

Wavefront's  international  sales  are  handled  by  Belgium-based 
Barco  Industries,  and  Japan-based  Sumisho  Electronics,  for 
Europe  and  Asia,  respectively. 
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WEILAND  COMPUTER  GROUP,  INC. 
814  Commerce  Drive,  #101 
Oak  Brook,  ILL  60521 
(312)  325-9300 


Dennis  G.  Stehlik,  President 
and  Chief  Executive  Officer 
Total  employees:  150 

Total  revenues,  fiscal  year 
end  12/31/76:  $5,100,000* 


THE  COMPANY 


• Wei land  Computer  Group,  Inc.  (WCG)  was  founded  in  1969  as  a banking 
software  company.  The  company  is  30%  owned  by  Steve  Weiland 
(Chairman) , 23%  by  Dennis  G.  Stehlik  (President  and  Chief  Executive 
Officer),  and  47%  by  12  other  employees/shareholders. 

• WCG  has  facilities  management  (FM)  contracts  with  two  Chicago  area 
bank  service  corporations  in  addition  to  marketing  retail  bank 
software.  The  bank  service  corporations  are  each  40%  owned  by  WCG 
and  60%  owned  by  12  and  9 banks  respectively. 

• WCG  software  clients  have  traditionally  been  medium  sized  banks  and 
bank  processing  organizations  operating  IBM  DOS/VS  computer  systems. 

The  company  is  now  also  marketing  its  software  products  in  the  OS/VS 
environment . 

• Its  major  competitors  in  the  software  market  are  Florida  Software 
Services,  A.S.  Kransley  & Co.,  and  University  Computing  Company. 

KEY  PRODUCTS  AND  SERVICES 

• Less  than  50%  of  WCG  revenues  come  from  the  two  FM  data  center 
contracts  processing  30  banks.  The  other  revenues  come  from  the 
sale  of  banking  software  packages.  These  are  the  only  products 
currently  being  marketed  by  the  company's  sales  staff  of  four.  The 
targeted  markets  are  banks  and  bank  processing  organizations. 

• WCG  bank  software,  available  for  batch  or  on-line  modes,  includes 
the  following  systems: 

— An  integrated  Central  Information  File  using  common  programs  for 
access  to  non-monitary  data.  All  files  are  on-line  and  accessible 
by  account  number  or  name  through  IBM  3270  CRT  terminals. 

DDA  with  credit  reserve  and  account  reconciliation 
Time  deposits  and  clubs 
- Passbook  or  statement  savings 

Installment  loans  with  Rule  of  78  or  simple  Interest 
Student  loans 
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Preauthorized  funds  transfer 
Debit  card  processing 
- Commercial  loans 

Today  Installed  at  more  than  60  banks  and  thrift  Institutions, 
the  total  package  sells  for  $185,000  Including  the  first  year 
of  maintenance.  Some  user  banks  act  as  service  bureaus  for 
other  banks. 

• The  newest  product  Is  an  on-line  software  package  for  minicomputer- 
based  terminal  systems  such  as  the  Bunker  Ramo  BCS  90  or  IBM  3600. 
The  software  must  still  be  Installed  on  the  IBM  host. 

• All  software  requires  an  IBM  370/115,  360/30,  or  larger  mainframe 
computer.  The  company  does  not  plan  to  offer  software  for  non-IBM 
hardware. 

• The  company  has  an  agreement  with  the  Service  Bureau  Company  data 
center  In  California.  Under  the  agreement,  SBC  pays  WCG  royalties 
for  continuous  program  development  and  enhancements  on  Its  WCG 
software . 

APPLICATIONS  All  WCG  processing  services  and  software  products  offer 

specialty  services  for  banking  applications. 


INDUSTRY  MARKETS  All  WCG  clients  are  banks  or  thrift  Institutions 
(savings  and  loans  and  savings  banks) . 


GEOGRAPHIC  MARKETS 


• WCG  processing  services  revenues  are  all  from  the  two  Chicago  area 
data  centers. 

• Software  packages  are  Installed  throughout  the  U.S.  and  at  one  location 
In  Puerto  Rico. 

• All  marketing  and  support  Is  handled  through  the  company's  central 
office  In  Oak  Brook,  IL. 

COMPUTER  HARDWARE  AND  SOFTWARE 

• WCG  data  centers  have  two  IBM  360/50s  accessed  through  dial-up  tele- 
phone lines.  The  company  plans  a conversion  to  IBM  370/148s  by  year 
end  1977. 
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• The  network  is  compatible  with  passbook  tellers,  communications 

bank  terminals.  Automated  Teller  Terminals,  Remote  Service  Units, 
CRTs,  audio  response  units,  commercial  teller  terminals,  Point-of- 
Sale  terminals,  and  other  attended  and  unattended  data  entry  and 
retrieval  devices. 
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COMPANY  PROFILE 


WESTBRIDGE  COMPUTER 
CORPORATION 

One  Research  Drive 
Regina,  Saskatchewan,  Canada 
S4P  4J2 
(306)  781-5151 


Leonard  B.  McCurdy,  President  and  CEO 

Public  Corporation 

Total  Employees:  718  (3/90) 

Total  Revenue,  Fiscal  Year  End 
3/30/90:  $145,500,000* * 

*AII  financial  information  is 
expressed  in  U.S.  dollars  unless 
otherwise  stated. 


The  Company  Westbridge  Computer  Corporation,  formed  in  1988,  provides 

professional  services,  systems  integration,  systems  operations, 
processing  services,  and  network  services.  The  company  also  sells 
and  leases  computer  hardware. 

Westbridge  is  the  result  of  a merger  of  four  companies; 
Saskatchewan  Computer  Utility  Corporation  (SaskCOMP), 
Leasecorp  Western  Limited,  the  data  terminal  division  and  data 
center  of  Saskatchewan  Telecommunications  (SaskTel),  and  the 
Mercury  Graphics  group  of  companies. 

• SaskCOMP  provided  shared  mainframe  processing  services  to 
all  levels  of  government  as  well  as  hospitals  and  universities. 

• Leasecorp  Western  Limited,  a subsidiary  of  Lease  Corporation 
Limited  (LCL),  provided  hardware  leasing  services  throughout 
Canada.  Westbridge  also  acquired  LDL's  Leasecorp  Systems,  a 
provider  of  automotive  dealer  software  for  IBM  midrange 
systems. 

• SaskTel  data  terminal  division  marketed  terminal  products  in 
Saskatchewan  to  all  market  segments.  Its  data  center  serviced 
SaskTel  and  the  Western  Canadian  Telecom  long-distance 
network. 

• Mercury  Graphics  was  an  international  supplier  of  specialty 
printing  products,  including  business  forms,  sports  and 
entertainment  tickets,  and  airline  boarding  passes. 

In  July  1989,  Westbridge  completed  the  acquisition  of 
Management  Systems  Limited,  an  application  software  firm  whose 
primary  offering  is  a worker's  compensation  insurance  system. 


August  1990 


Copyright  1990  by  INPUT,  Reproduction  Prohibited. 


Page  1 of  5 


WESTBRIDGE  COMPUTER  CORPORATION 


INPUT 


Total  fiscal  1990  revenue  reached  $145.5  million  [$1  (CAN)  = 
$0.8700  (U.S.)],  a 50%  increase  over  1989  revenue  of  $96.8  million 
[$1  (CAN)  = $0.8408  (U.S.)].  Net  income  decreased  233%,  from 
$4.5  million  in  fiscal  year  1989  to  a loss  of  $6.0  million  in  fiscal 
year  1990. 

• Westbridge  attributes  the  decrease  in  earnings  to  the  following: 

- Overall  operating  margins  decreased  in  1989  due  to  the 
corporation's  entry  into  the  highly  competitive  personal 
computer  and  high-end  leasing  and  brokerage  businesses, 
where  as  a newcomer  the  corporation  had  significant 
competition  to  obtain  new  accounts. 

- Substantial  start-up  costs  were  incurred  for  geographic  and 
product  expansion,  which  consisted  primarily  of  branch 
operations  in  Ottawa,  and  the  personal  computer 
distribution  facility  in  Mississauga. 

- Significant  efforts  were  focused  on  a number  of  major 
opportunities,  including  an  airline  ticketing  bid  and  a systems 
operations  bid  for  the  government  of  Manitoba.  If 
Westbridge  had  won  these  bids,  it  could  have  meant  a 
significant  increase  in  earnings. 

Westbridge  management  has  undertaken  a number  of  plans  to 
refocus  and  reposition  the  company: 

• In  January  1990,  the  office  products  and  service  businesses  of 
Superior  Business  Machines  were  sold  in  a manner  resulting  in 
no  gain  or  loss.  The  IBM  PC  authorizations  were  kept  and 
integrated  into  the  operations  of  Westbridge. 

• In  May  1990,  Mercury  Graphics  was  sold  to  an  employee  group. 

• Westbridge  is  required  to  supply  terminal  products  under  an 
agreement  with  its  major  shareholder  Saskatchewan 
Telecommunications  (SaskTel).  Changes  in  the  information 
technology  have  occurred  resulting  in  personal  computers 
replacing  the  demand  for  terminal  products.  Westbridge  has 
provided  approximately  $1.1  million  for  writedowns  on  the 
terminal  products  inventories  needed  to  service  this  account. 

Westbridge  reports  revenue  in  two  industry  segments.  The 
Computer  Products  and  Services  segment  provides  shared  and 
dedicated  computer  processing,  systems  consulting  and  support 
services  as  well  as  the  sale  of  personal  computing  systems.  The 
Leasing  and  Brokerage  segment  offers  leasing  and  integrated 
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brokerage  of  a wide  range  of  computer  equipment.  Revenue  from 
each  segment  follows: 


WESTBRIDGE  COMPUTER  CORPORATION 
TWO-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

ITEM 

3/90 

3/89 

Computer  Products  & Services 

$74.8 

$44.7 

• Percent  of  total 

51% 

46% 

Leasing  & Brokerage 

$69.8 

$51.9 

• Percent  of  total 

48% 

53% 

Interest  Income 

$0.9 

$0.2 

• Percent  of  total 

1% 

1% 

As  of  March  30,  1990,  Westbridge  had  approximately  718 
employees,  yielding  revenue  per  employee  of  $202,646. 

Westbridge  is  an  IBM  Business  Partner,  and  has  reseller 
agreements  with  other  manufacturers  such  as  Digital  Equipment 
of  Canada  Ltd.,  Toshiba  ISD,  Philips  Information  Systems,  and 
Oracle  Corporation  Canada  Inc. 

Westbridge  considers  its  competitors  to  include  Semitech 
International  and  SHL  Systemhouse  Ltd. 


Key  Products  and  Westbridge's  fiscal  1990  revenue  was  derived  approximately  as 
Services  follows: 


Processing  services 

40% 

(includes  network  and  shared 
FM,  and  COM) 

services. 

Professional  services 

3% 

Computer  systems 
(includes  sales,  leasing,  and 
brokerage  of  hardware) 

50% 

Graphics 

7% 

(Includes  Mercury  Graphics) 

100% 
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Westbridge  Input/Output  Services  offers  processing  services  on  an 
IBM  mainframe  platform.  Services  range  from  the  initial  data 
entry  to  highspeed  laser  printing  to  mailing  the  output. 

• COM  Services  offers  microfilm  and  microfiche  output. 

• Clients  include  Saskatchewan  Social  Services  and  Saskatchewan 
Crop  Insurance  Corporation. 

Shared  Services  provides  alternative  methods  for  purchasing 
processing  by  allowing  customers  to  share  Westbridge  computing 
resources.  Pricing  is  done  either  on  a usage  basis  or  by  a fixed-fee 
purchase  of  a predefined  amount  of  computer  resources. 

Westbridge  offers  network  services  through  its  PROFS  Services,  a 
mainframe-based  office  automation  system  using  IBM's  PROFS 
office  systems  software.  Features  include  electronic  mail,  activity 
reminders,  time  management,  memo  compilation,  document 
storage,  and  bridges  to  other  manufacturers'  software. 

Westbridge  offers  systems  operations  services.  The  dedicated 
equipment  can  either  be  at  a Westbridge  site  or  at  the  client  site. 
Contract  examples  include: 

- A five-year,  $100  million  (CAN)  contract  for  SaskTel. 

- A $60  million  (CAN)  contract  for  SaskPower. 

Professional  services  include  project  management,  systems 
planning  and  installation,  custom  application  software 
development,  and  application  software  maintenance. 

Systems  integration  services  include  components  from  professional 
services,  financial  (leasing  and  brokerage)  services,  processing 
services,  and  computer  products,  as  well  as  application  and 
operations  software  and  systems  management.  Contract  examples 
include: 

• Designing,  developing,  and  implementing  the  Sentry  data  base 
linking  the  three  divisions  of  the  Ontario  Ministry  of  Consumer 
and  Commercial  Relations  (MCCR).  Sentry  contains  the 
records  of  all  registration,  registrant  information  and  complaint 
history  of  the  90,000  businesses  and  sales  people  under  the 
auspices  of  the  MCCR. 

• A $2  million  contract  to  redevelop  the  Workers'  Compensation 
claims  management  system  for  the  Colorado  Division  of  Labor. 
The  project  is  expected  to  be  completed  in  December  1991. 
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• Designing  and  developing  a RDBMS  to  aid  in  the  processing  of 
parking  tickets  for  the  Metropolitan  Toronto  Parking  Tag 
Authority.  The  system  will  be  in  an  IBM  AS/400  environment. 

Computer  products  include  personal  computer  hardware,  dumb 
terminal  products,  midrange  computer  hardware,  and  software  for 
personal  computers  and  midrange  systems. 

Leasing  and  brokerage  services  are  offered  for  IBM  and 
compatible  mainframes  and  peripherals.  Westbridge  also  buys 
and  sells  used  equipment. 


Westbridge's  fiscal  1990  revenue  was  derived  primarily  from 
government  agencies.  A small  percentage  was  derived  from  the 
medical  and  insurance  industries. 


Approximately  97%  of  Westbridge's  total  fiscal  1990  revenue  was 
derived  from  Canada  and  3%  from  the  U.S. 

Westbridge  has  Canadian  regional  offices  located  in  British 
Columbia,  Alberta,  Saskatchewan,  Manitoba,  Ontario,  and 
Quebec. 

Westbridge  had  U.S.  regional  offices  located  in  Denver  (CO)  and 
Bloomfield  Hills  (MI). 
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WESTERN  DATA  SYSTEMS,  INC.  Larry  Smart,  President 
22120  Clarendon  Street  Private  Company 

Woodland  Hills,  CA  91361-6396  Total  Employees:  120(5/89) 

(818)  340-4041  Total  Revenue,  Fiscal  Year  End 


1/31/89;  $16,000,000 

The  Company 

Western  Data  Systems,  Inc.  (WDS),  founded  in  1979,  markets  and 
supports  Manufacturing  Resource  Planning  (MRP  II)  software 
products  to  defense  contractors  and  aerospace  manufacturers. 

The  company  also  provides  education  and  consulting  support 
services  to  its  clients. 

• In  November  1988,  WDS  was  designated  an  Authorized 
Industry  Application  Specialist  by  IBM  for  the  aerospace 
industry  and  defense  contractors. 

• In  June  1988,  WDS  was  designated  a Digital  Cooperative 
Marketing  Program  supplier  by  DEC. 

• In  May  1984,  WDS  signed  a joint  marketing  agreement  with 
Hewlett-Packard  whereby  W^S  became  one  of  Hewlett- 
Packard's  National  Accounts. 

WDS'  fiscal  1989  revenue  reached  $16  million,  a 33%  increase 
over  fiscal  1988  revenue  of  $12  million.  The  company  has  been 
profitable  for  two  years. 

In  January  1989,  WDS  signed  a strategic  business  agreement  with 
The  Boeing  Company,  granting  WDS  an  exclusive  license  to 
develop,  distribute,  and  maintain  the  Boeing-developed 
Production  Management  System  (PMS)  manufacturing  resource 
planning  software  product  for  HP  computers. 

• To  support  the  PMS  product,  a separate  PMS  division  will  be 
located  in  Seattle  and  staffed  with  former  Boeing  Computer 
Services'  personnel. 

Key  Products  and 
Services 

One  hundred  percent  of  WDS'  revenue  is  derived  from  application 
software  products  (80%)  and  associated  support  services  (20%). 
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Compass  Contract™,  introduced  in  1985  as  the  successor  to  WDS’ 
COMPASS  product,  is  an  MRP  II  system  specifically  designed  to 
satisfy  the  needs  of  discrete  manufacturers  in  the  government 
contracting  marketplace. 

• Compass  Contract  is  fully  compliant  with  multiple  government 
standards  and  regulations,  including  Department  of  Defense 
(DoD)  STD-IOOC;  MIL-STDS  881,  1520A,  and  1567A;  MIL-Q- 
9858A;  and  CAS  401,  402,  407,  411,  and  418. 

• Compass  Contract  supports  estimating,  bidding,  proposal, 
contract,  manufacturing,  and  financial  management 
applications.  Integrated  modules  include: 

- Contract  Management,  which  supports  work  breakdown 
structures,  bidding  and  estimating,  and  cost  schedule  status 
and  other  reporting  functions 

- Engineering,  which  supports  bill  of  materials  and  routings 

- Manufacturing,  which  supports  MRP,  inventory  control, 
work  order  management,  and  capacity  planning 

- Procurement,  which  supports  purchase  quotes  and  purchase 
and  requisition  orders 

- Finance,  which  supports  general  ledger,  general  ledger 
analysis,  accounts  receivable,  accounts  payable,  order  entry, 
and  cost  accounting  functions 

• Compass  Contract  is  available  for  IBM  9370,  43xx,  and  3090 
systems  under  MVS,  MVS/XA,  or  VSE  environments;  HP  3000 
classic  and  native  mode  Spectrum  computers;  and  DEC  VAX 
systems.  Users  can  select  the  data  structure  from  VSAM,  SQL, 
or  DB2  in  a CICS  subsystem. 

• Compass  Contract  software  ranges  in  price  from  $150,000  to 
$600,000,  depending  on  the  hardware  environment. 

• There  are  currently  over  180  clients. 

WDS  has  exclusive  license  to  develop,  distribute,  and  maintain  the 
Boeing-developed  Production  Management  System  (PMS) 
manufacturing  resource  planning  software  product. 

• PMS,  introduced  in  1981,  has  modules  for  manufacturing, 
including  engineering,  shop  floor  control,  MRP,  inventory,  and 
procurement. 
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Computer 
Hardware  and 
Software 


• PMS,  which  runs  on  Hewlett-Packard  computers,  is  currently 
installed  at  over  45  sites  worldwide. 

WDS  also  offers  educational  courses  for  the  components  of  its 
Compass  Contract  product  at  customers'  sites  and  at  WDS 
regional  offices  in  Woodland  Hills  (CA)  and  McLean  (VA), 

WDS'  Customer  Services  Division,  formed  in  1984,  provides 
implementation  and  application  consulting  services  to  its  software 
clients. 


WDS'  revenue  is  derived  from  defense  contractors  and  aerospace 
manufacturers. 

Clients  include  Marquardt,  Gould,  Argo-Tech  Corporation, 
Scientific  Atlanta,  M/A-COM  OSW  Tempe,  TRW,  General 
Dynamics,  Westinghouse,  Grumman,  Lucas  Aerospace,  Martin 
Marietta,  British  Aerospace,  EG&G  Sealol,  and  Morton  Thiokol. 


Approximately  95%  of  WDS'  fiscal  1989  revenue  was  derived  from 
the  U.S.  and  5%  from  international  sources  (primarily  Israel  and 
Canada). 

WDS  has  regional  branch  sales  offices  as  follows: 

• The  Western  Region  has  offices  in  Santa  Clara,  Orange,  and 
Woodland  Hills  (CA),  and  Colorado  Springs  (CO). 

• The  Midwest  Region  has  offices  in  Oak  Brook  (IL)  and  Dallas 
(TX). 

• The  Eastern  Region  has  offices  in  Westborough  (MA),  Marlton 
(NJ),  White  Plains  (NY),  McLean  (VA),  and  Melbourne  (FL). 


WDS  has  the  following  computers  installed  at  its  headquarters  for 
research  and  development  and  customer  support: 


• 1 IBM  4361-5,  VSE 

• 1 DEC  3600,  VMS 

• 1 HP  935,MPE/XE 

• 1HP70,  MPE 
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COMPANY  BRIEF 


Primary  Industry-Specific  Market:  Manufacturing 


Western  Data  Systems,  Inc. 

22120  Clarendon  Street 
Woodland  Hills,  CA  91367-6396 
(818)  340-4041 

CEO:  Richard  C.  Lemons,  President 
Private  Company 
Founded:  1979 

Employees:  50  (6/86) 

Revenue  (FYE  12/31/85):  $4.6  million 


The  Company:  Sells  Computer  Integrated  Manufacturing  (CIM)  software  tailored  to 
defense  contractors  and  aerospace  manufacturers 

Sources  of  Revenue: 

- Application  Software  (100%) 

Key  Products: 

- Application  Software  (Utilizes  IBM  43XX  and  308X,  HP  3000) 

• Integrated  MRP  II 

• Integrated  Accounting 

Target  Industries: 

Aerospace 

Defense  Contractors 

Geographic  Markets: 

- U.S.  (100%) 

- Sales  Offices:  Woodland  Hills,  Anaheim,  and  Santa  Clara  (CA);  Avon  (NJ); 

McLean  (VA) 

Significant  Events: 

- Signed  joint  marketing  agreement  with  Hewlett-Packard 
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COMPANY  BRIEF 


Cross  Industry:  Telecommunications  Services 


Western  Union  Corporation  (WU) 

One  Lake  Street 

Upper  Saddle  River,  NJ  07458 

(201)  825-5000 

President  and  CEO;  Robert  S.  Leventhal 
Public  Corporation 
Founded:  1969 

Revenue  (FYE  12/31/85):  $1,082,498,000 


The  Company: 

The  pioneering  company  is  facing  significant  challenges  including  administra- 
tive and  organizational  problems  which  have  developed  over  its  long  history. 

• In  1984,  it  posted  a $58.4  million  loss  on  revenue  of  $1.1  billion. 

. WU  posted  a $370  million  loss  for  1985,  primarily  because  of  a write 

down  on  certain  transmission  and  switching  equipment.  The  write  down 
is  part  of  a financial  restructuring  and  a renegotiation  process 
involving  its  banks. 

. It  was  expected  to  post  a $15.3  million  loss  for  the  first  quarter  of 
1 986,  based  on  the  poor  performance  of  recent  ventures  such  as 
cellular  radio,  EasyLink,  and  Airfone  (which  was  subsequently  sold). 

. The  company's  estimated  debt  is  nearly  $1  billion. 

. Its  external  auditors  had  qualified  the  1984  and  1985  financial  reports, 
due  to  uncertainty  over  the  availability  of  financing  to  meet  debt 
obligations. 

. WU's  telex  business  is  becoming  less  profitable,  with  the  number  of 
leased  telex  lines  decreasing  to  90,000  in  1985,  a drop  of  25,000. 

As  a result  of  these  problems,  the  company  has  reduced  its  work  force  by  one- 
fifth,  renegotiated  new  union  contracts,  reorganized  its  structure,  and  has 
been  selling  certain  assets,  and  will  continue  to  do  so,  while  focusing  its 
efforts  on  its  core  business  as  a record  carrier,  electronic  mail  service  vendor, 
and  provider  of  private  data  networks. 
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The  company  has  seen  erosion  in  its  customer  base  for  private  data  networks 
due  to  increasing  charges  by  the  local  telephone  companies  for  leased  lines. 
WU  is  trying  to  move  this  traffic  to  its  packet  switched  data  network  and  is 
seeking  to  upgrade  its  current  telex  customers  to  electronic  mail  services. 

Key  Products  and  Services: 

WU,  through  subsidiary  corporations,  offers  a wide  range  of  networking 
services. 

. The  satellite  network  includes  four  Westar  satellites. 

. There  is  a transcontinental  microwave  system. 

WU  operates  local  transmission  lines  in  major  cities. 

Most  of  its  services  come  through  Western  Union  Telegraph  Company,  which 
is  being  merged  into  the  holding  company,  and  the  electronic  mail  subsidiary. 
They  include: 

. Telex,  TWX,  and  Worldwide  Telex. 

. EasyLink  Electronic  Mail  service. 

. Long-distance  services,  formerly  called  Metrophone. 

A voice  mail  resale  business  using  Voice  Mail  International  (Santa 
Clara,  CA)  services. 

Special  systems  and  services  for  voice,  data,  graphics,  and  broad- 
casting, as  well  as  money  transfer  service,  Mailgram,  Telegram,  and 
Cablegram  services.  Electronic  mail  services  include  volume  mailing 
or  computer-originated  messages. 

. Infocom  services  supports  intracompany  private  messaging. 

Videoconferencing  services  have  been  discontinued. 

Significant  Events: 

Western  Union  Corporation,  a holding  company  formed  in  1969  to  allow  WU  to 
diversify  into  unregulated  areas,  is  being  merged  with  the  primary  subsidiary. 
Western  Union  Telegraph  Company,  subject  to  shareholders  approval.  The 
company  has  sold  or  contracted  to  sell  assets  valued  over  $200  million.  These 
include: 

. Mobile  telephone  manufacturer  E.  F.  Johnson. 

. WU's  half  interest  in  Airfone,  Inc.,  which  provides  pay  telephone 
services  on  commercial  aircraft,  was  sold  to  GTE. 

. Its  Government  Systems  unit  was  sold  to  Continental  Telecom's 
American  Satellite  Company  for  $155  million.  The  unit  provides 
federal  agencies  with  data  communications.  WU  will  provide  mainte- 
nance and  administrative  services  after  the  sale  is  finalized.  The 
Government  Systems  Division  provides  Safelink,  a packet  switched 
network  for  interactive  timesharing  and  transactions  with  encryption 
features  for  government  agencies. 


(cont'd) 
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. The  French  conglomerate,  Thomson-CSF,  has  reportedly  expressed 
interest  in  purchasing  part  of  Western  Union. 

In  September  1986,  WU  announced  approval  by  its  board  to  enter  into  a letter 
of  intent  with  an  investory  group  consisting  of  Pacific  Asset  Holdings,  a 
private  financial  services  organization,  and  MDC  Holdings,  Inc.,  a public 
national  homebuilder  and  financial  services  company. 

. The  letter  of  intent  contemplates  a business  combination  involving  a 
$250  million  investment  in  exchange  for  secured  debentures  and  stock. 

. The  transaction  requires  several  conditions  be  met,  including  a negoti- 
ated settlement  with  WU's  banks,  consummation  of  new  debt  and  stock 
offerings,  and  other  factors. 
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COMPANY  HIGHLIGHT 


WESTERN  UNION  CORPORATION 

One  Lake  Street 

Upper  Saddle  River,  NJ  07458 

(201)  825-5000 


Russell  W.  McFall,  Chairman  of 
the  Board 

Public  corporation,  NYSE 
Total  employees:  14,000 
Operating  revenues,  fiscal  year  end 
12/31/77:  $650,500,000 
Computer  services  revenues: 
$44,000,000 


THE  COMPANY 

• Western  Union  Corporation,  through  its  subsidiaries,  provides  telecom- 
munication systems  and  services  to  industry,  government,  and  consumers; 
various  information  processing  services,  and  rental  and  maintenance  of  data 
communications  terminals. 

• Operating  revenues  for  the  corporation  increased  7%  in  1977  from  $607  million 
in  1976.  Net  income  was  up  32.3%,  from  $34  million  in  1976  to  $45  million  in 
1977. 

• The  corporation  is  a holding  company  for  The  Western  Union  Telegraph 
Company,  its  major  subsidiary.  It  also  has  various  other  subsidiaries  including 
those  in  the  Western  Union  Teleprocessing  Group  and  Western  Union  Data 
Services. 

The  Western  Union  Telegraph  Company  is  a communications  common- 
carrier  with  1977  revenues  of  $573  million,  operating  income  of  $85 
million,  and  11,800  employees.  This  company  provides  teletypewriter 
networks  (TWX  and  Telex),  private  communications  services,  public 
message  communications  services  (telegram,  money  order,  Mailgram), 
and  other  services. 

The  Western  Union  Teleprocessing  Group  includes  National  Sharedata 
Corporation,  Telstat  Systems,  Inc.,  Western  Union  Information  Systems, 
PR  Newswire  Association  Inc.,  and  Distronics  Corporation.  The  Group 
had  $44  million  revenues  in  1977,  an  increase  of  12.8%  over  1976 
revenues  of  $39  million. 

Western  Union  Data  Services,  with  nearly  $28  million  in  revenues  in 
1977,  rents  and  maintains  data  communications  terminals. 

• This  Highlight  will  focus  on  the  activities  of  the  Teleprocessing  Group  which 
accounted  for  6.7%  of  total  corporate  revenues  in  1977  and  6.4%  in  1976. 
Revenues  for  Teleprocessing  Group  subsidiaries  are  given  for  fiscal  1976; 
Western  Union  did  not  break  out  those  revenues  of  fiscal  1977. 
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KEY  PRODUCTS  AND  SERVICES 


• National  Sharedata  Corporation,  under  President  Robert  G.  Finney,  provides 
facilities  management  to  commercial  banks  in  the  U.S.  Through  the  FM 
contracts,  it  also  supplies  data  processing  services  to  local  banks  and 
businesses.  The  firm  was  acquired  by  Western  Union  in  1973.  Although  it  has 
450  bank  and  1,000  commercial  customers,  95%  of  its  applications  revenues 
are  produced  by  the  bank  clients  and  only  5%  by  commercial  users.  Fiscal 
1976  revenues  were  $27.1  million. 

• Telstat  Systems,  Inc.,  under  President  George  Jochum,  supplies  automated 
securities  price  information  to  financial  industry  investment  managers.  The 
firm  was  acquired  in  1976.  Fiscal  1976  revenues  were  $5.5  million. 

• Western  Union  Information  Systems,  under  Vice  President  and  General 
Manager  Thomas  Barker,  designs,  develops,  manufactures,  and  installs  micro- 
processor-based  data  communications  equipment  for  The  Telegraph  Company. 
Together  with  PR  Newswire,  it  generated  an  estimated  $4.2*  million  revenues 
in  fiscal  1976. 


PR  Newswire  Association,  Inc.,  under  President  David  Steinberg,  distributes 
press  and  news  releases  via  two  private  wire  systems  for  a variety  of 
government  and  corporate  clients.  It  was  acquired  in  1970. 


Distronics  Corporation,  under  President  Marshall  Campbell,  provides  inter- 
active computer  services  to  wholesale  distributors.  The  firm  was  acquired  in 
1971.  Key  applications  for  its  approximately  70  clients  are  inventory  control, 
accounts  payable/receivable,  general  ledger,  and  sales  analysis.  INPUT 
estimated  its  fiscal  1976  revenues  to  be  $2.2  million. 


APPLICATIONS 

• More  than  90%  of  the  Teleprocessing  Group's  services  revenues  are  from 
specialty  applications.  The  majority  of  these  are  for  banking  applications 
through  National  Sharedata. 


• Other  subsidiaries  offer  industry-specialized  applications  for  insurance  com- 
panies, wholesale  distributors,  and  other  financial  industry  clients. 

• The  remaining  10%  of  revenues  are  derived  from  general  business  applications. 


* INPUT  estimate 
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INDUSTRY  MARKETS 

• National  Sharedata's  revenues  are  derived  95%  from  banking  clients.  The 
other  5%  are  from  commercial  clients  and  schools. 

• Distronics  clients  are  100%  wholesale  distributors  for  plumbing,  heating, 
electrical,  air  conditioning,  and  piping  supplies. 

• Other  subsidiaries'  targeted  markets  are  financial,  corporate,  government, 
services,  and  industrial  clients. 


GEOGRAPHIC  MARKETS 

• National  Sharedata  customers  are  evenly  distributed  in  the  Midwest  and 
Southwest  regions  of  the  U.S.  Distronics  users  are  primarily  located  in  the 
East  with  the  remainder  distributed  throughout  the  U.S. 

• National  Sharedata  Corporation  is  located  at  9330  Amberton  Parkway,  Dallas, 
Texas  75243;  Distronics  Corporation  is  located  at  1060  Kings  Highway  North, 
Cherry  Hill,  NJ  08002. 


COMPUTER  HARDWARE  AND  SOFTWARE 

• National  Sharedata  has  41  computer  centers  including  seven  satellite  centers. 

• Distronics  has  one  computer  center  with  an  IBM  System/370  Model  145  in  St. 
Louis. 
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Upper  Saddle  River,  NJ  07458 
(201)  825-5000 


Public  corporation,  NYSE 
Total  employees:  13,500 

Operating  revenues,  fiscal  year 
end  12/31/76:  $607,308,000 


THE  COMPANY 


■ 


Western  Union  Corporation,  through  its  subsidiaries,  provides 
telecommunication  systems  and  services  to  industry,  government, 
and  consumers;  various  information  processing  services;  and 
rental  and  maintenance  of  data  communications  terminals. 


Operating  revenues  for  the  corporation  increased  6%  in  1976 
from  $572  million  in  1975.  Net  income  was  up  3%,  from  $33.1 
million  in  1975  to  $34  million  in  1976. 


The  corporation  is  a holding  company  for  The  Western  Union 
Telegraph  Company,  its  major  subsidiary.  It  also  has  various 
other  subsidiaries  including  those  in  the  Western  Union  Tele- 
processing Group  and  Western  Union  Data  Services. 


The  Western  Union  Telegraph  Company,  a communications  common- 
carrier  with  1976  revenues  of  $540  million,  operating 
income  of  $71  million,  and  11,000  employees.  This  group 
includes  teletypewriter  networks  (TWX  and  Telex) , private 
communications  services,  public  communications  services 
(telegram,  money  order,  mailgram)  and  other  services. 

The  Western  Union  Teleprocessing  Group  includes  National 
Sharedata  Corporation,  Telestat  Systems,  Inc.,  Western  Union 
Information  Systems,  PR  Newswire  Association  Inc.  and 
Distronics  Corporation.  The  Group  had  $39  million  in  1976 
revenues,  an  increase  of  11%  over  1975.  The  increase  was 
mainly  a result  of  National  Sharedata's  expansion  and  the 
corporate  acquisition  of  Telstat  Systems. 

Western  Union  Data  Services,  with  $24.7  million  revenues  in 
1976,  rents  and  maintains  data  communications  terminals. 


To 


This  Highlight  will  focus  on  the  activities  of  the  Teleprocessing 
Group  which  accounted  for  6.4%  of  total  corporate  revenues  in 
1976  and  6.1%  in  1975. 
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KEY  PRODUCTS  AND  SERVICES 

• National  Sharedata  Corporation,  under  President  Thomas  B.  Medley, 
provides  facilities  management  to  commercial  banks  in  the  U.S. 
Through  the  FM  contracts,  it  also  supplies  data  processing 
services  to  local  banks  and  businesses.  Acquired  by  Western  Union 
in  1973,  National  Sharedata  generated  $27.1  million  revenues  in 
1976,  an  increase  of  24%  over  its  $21.8  million  revenues  in  1975. 
Although  it  has  450  bank  and  1000  commercial  customers,  95%  of 

its  applications  revenues  are  produced  by  the  bank  clients  and 
only  5%  by  commercial  processing. 

• Telstat  Systems,  Inc.,  under  President  Penny  Kaniclides,  supplies 
automated  securities  price  information  to  financial  industry 
investment  managers.  Acquired  in  1976,  revenues  during  its  first 
year  as  a Western  Union  subsidiary  were  $5.5  million,  an  increase 
of  90%  over  its  1975  revenues  of  $2.9  million. 


• Western  Union  Information  Systems  under  Vice  President  General 
Manager  Ernest  Hillman,  designs,  develops,  manufacturers,  and 
installs  micro-processor-based  data  communications  equipment, 
primarily  for  The  Telegraph  Company.  Together  with  the  PR  Newswire 
Association,  Inc.,  it  produced  approximately  $4.2  million*  revenues 
in  1976. 

• PR  Newswire  Association,  Inc.,  under  President  David  Steinberg, 
distributes  press  and  news  releases  via  two  private  wire  systems 
to  a variety  of  government  and  corporate  clients.  It  was 
acquired  in  1970. 

• Distronics  Corporation,  under  President  Marshall  Campbell,  provides 
interactive  computer  services  to  wholesale  distributors.  Acquired 
in  1971,  its  1976  revenues  were  an  estimated  $2.2  million*.  Key 
applications  for  its  approximately  65  clients  are  inventory  control, 
accounts  payable/receivable,  general  ledger,  and  sales  analysis. 


APPLICATIONS 


• More  than  90%  of  the  Teleprocessing  Group's  services  revenues  are 
from  specialty  applications.  The  majority  of  these  are  for  banking 
applications  through  National  Sharedata.  Other  subsidiaries  offer 
industry-specialized  applications  for  insurance  companies,  whole- 
sale distributors,  and  other  financial  industry  clients. 

• The  remaining  10%  of  revenues  are  derived  from  general  business 
applications . 


•k 
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WESTINGHOUSE 

COMMUNICATIONS 

Westinghouse  Communications 
Systems  Center 
P.O.  Box  155 
Pittsburgh,  PA  15230 
(412)  244-6600 


Harlan  J.  Rosenzweig,  President 
Division  of  Westinghouse  Electric 
Corporation 
Total  Employees:  350 
Total  Revenue,  Fiscal  Year  End 
12/31/90:  $85,000,000* 
Noncaptive  Information  Services 
Revenue:  $35,000,000* 


* INPUT  estimate 


The  Company 


Westinghouse  Communications,  formed  during  1988,  currently 
provides  a range  of  value-added  network  services;  network 
management,  consulting,  and  integration  services;  and  applications 
software  products  for  telecommunications  management. 
Westinghouse  Communications  operates  as  a wholly  owned  unit  of 
Westinghouse  Electric  Corporation. 

• Westinghouse  Communications  began  actively  marketing  its 
services  in  1989. 

• In  April  1989,  the  company  acquired  Communications  Design 
Corporation  (CDC)  of  Stamford  (CT),  a provider  of  applications 
software  for  telecommunications  management  to  large 
commercial  and  government  clients. 

- CDC  had  approximately  25  employees  at  the  time  of  the 
acquisition. 

- CDC  now  operates  as  Westinghouse  Communications 
Software,  Inc.,  a wholly  owned  subsidiary  of  Westinghouse 
Communications  with  approximately  40  employees. 

• Since  1989,  Westinghouse  has  had  a 26%  interest  in  Atlanta- 
based  Harbinger  EDI,  Inc. 

. During  1990,  Westinghouse  Communications  sold  its  50% 
interest  in  Amerisystems  of  Dallas  (TX),  a shared-tenant 
provider. 
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Key  Products  and 
Services 


Westinghouse  Communications'  total  1990  revenue  is  estimated  at 
$85  million,  of  which  $35  million  was  noncaptive.  The  majority  of 
revenue  will  be  from  noncaptive  sources  by  the  end  of  1991. 

• It  is  anticipated  that,  without  further  acquisitions,  Westinghouse 
Communications'  revenue  will  continue  to  grow  at  approximately 
20%  per  year,  with  new  external  business  accounting  for  virtually 
all  of  the  growth. 

As  of  December  1990,  Westinghouse  Communications  had 
approximately  350  employees. 


INPUT  estimates  that  over  80%  of  Westinghouse  Communications' 
1990  noncaptive  revenue  was  derived  from  network  services  and 
20%  from  applications  software  products. 

Network  services,  available  to  non-Westinghouse  clients  since  1989, 
include  long-distance  voice;  packet-switched,  bulk,  and  Systems 
Network  Architecture  (SNA)  data  services;  video;  facsimile; 
electronic  mail;  and  electronic  data  interchange  (EDI)  services. 

• The  target  market  for  these  services  is  medium-to-large 
customers  with  high  traffic  volumes  for  the  network  products. 

• The  services  are  currently  supported  by  the  Westinghouse 
Information  Network,  a nationwide  10-node  network.  Each  node 
contains  a tandem  switch,  a T1  multiplexer,  a packet  switch,  and 
SNA  networking  capabilities. 

• Recent  network  enhancements  include  integrated  services  digital 
network  and  switched  56  kps  services,  and  Signaling  System  7 
and  automatic  number  identification  capabilities.  A frame  relay 
upgrade  is  planned  for  1991. 

• Westinghouse  Communications  currently  has  approximately  150 
network  services  clients  that  are  not  affiliated  with 
Westinghouse. 

Westinghouse  Communications  also  offers  network  consulting  and 
integration  services. 

• Services  include  telecommunications  planning,  network  design, 
network  security,  project  management,  and  equipment 
evaluation  and  installation. 

• New  business  launched  a range  of  local-area  network  services, 
including  design,  installation,  administration,  and  training. 
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• The  company  has  provided  these  services  to  Fortune  100  clients. 
Contract  examples  include  the  following: 

• In  February  1990,  the  company  was  awarded  a three-year, 
multimillion  dollar  contract  by  Reese  Brothers,  Inc.,  a 
Pittsburgh-based  telemarketing  and  publishing  company,  to  link 
Reese's  25  offices  via  Westinghouse's  voice  communications 
network. 

• In  October  1989,  Westinghouse  Communications  received  a four- 
year  contract  from  Jones,  Day,  Reavis  & Pogue,  one  of  the 
world’s  largest  law  firms,  to  link  the  firm's  U.S.  offices  via 
Westinghouse's  voice  and  data  communications  network. 

• In  September  1989,  the  company  was  awarded  a $3  million 
contract  by  ICF  Kaiser  Engineers  to  provide  data  and  voice 
networking  services  for  ICF  Kaiser  Engineers'  110  domestic  field 
offices  via  Westinghouse's  network. 

Westinghouse  Communications  Software,  Inc.,  based  in  Stamford 
(CT),  provides  IBM  mainframe-based  integrated  telemanagement 
software  products  designed  to  manage  voice  and  data  networks,  and 
has  a flexible  UNIX  product  which  was  completed  in  June  1990. 

• The  company's  principal  product,  the  Communications 
Management  System  (CMS  II),  consists  of  integrated  modules 
that  address  the  business  functions  of  ordering,  tracking,  and 
charging  for  all  types  of  communications  equipment  and  services. 
The  system  allows  the  configuration  and  query  of  components  in 
networks,  monitors  and  controls  the  trouble  desk,  supports 
change  management  functions,  and  efficiently  handles  cost 
allocation  of  network  charges. 

• There  are  currently  over  75  installations  of  the  software.  Clients 
include  large  corporations,  financial  institutions,  and  universities, 
such  as  Paine  Webber,  American  Express,  The  New  York  Times, 
Hartford  Insurance,  First  Boston  Corporation,  Warner 
Communications,  Mitsubishi  Corporation,  the  University  of 
Indiana,  the  University  of  New  York,  Xerox,  and  United 
Technologies. 

Harbinger  EDI  Services  is  a joint  venture  of  Harbinger  Computer 
Services,  Westinghouse,  C&S  Bank  in  Atlanta,  First  Bank  System  in 
Minneapolis,  and  Marine  Bank  in  Buffalo.  Harbinger  EDI  Services 
combines  PC-based  Intouch*EDI  software.  Harbinger's  Tandem- 
based  value-added  network  services,  free  hotline  support,  and  an 
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Geographic 
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implementation  program  to  help  large  companies  expand  their  EDI 
programs  to  more  trading  partners. 


The  target  market  for  Westinghouse  Communications'  products  and 
services  is  medium-to-large  firms  in  various  industries. 


Approximately  90%  of  Westinghouse  Communications'  $35  million 
in  noncaptive  revenue  was  derived  from  the  U.S.  and  10%  from 
international  markets,  including  Latin  America,  Europe,  and  the 
Caribbean. 

Westinghouse  Communications  is  headquartered  in  Pittsburgh. 
Additional  sales  and  support  offices  are  located  in  New  York, 
Newark  (NJ),  Philadelphia,  Stamford  (CT),  Boston,  Dallas,  Atlanta, 
Chicago,  Miami,  Los  Angeles,  and  San  Francisco. 
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WESTINGHOUSE 

COMMUNICATIONS 

Westinghouse  Communications 
Systems  Center 
P.O.  Box  155 
Pittsburgh,  PA  15230 
(412)  244-2000 


Harlan  J.  Rosenzweig,  President 
Division  of  Westinghouse  Electric 
Corporation 
Total  Employees;  350 
Total  Revenue,  Fiscal  Year  End 
12/31/89:  $85,000,000* 
Noncaptive  Information  Services 
Revenue:  $30,000,000* 


*INPUT  estimate 


The  Company 


Westinghouse  Communications,  formed  during  1988,  currently 
provides  a range  of  value-added  network  services;  network 
management,  consulting,  and  integration  services;  and  applications 
software  products  for  telecommunications  management. 
Westinghouse  Communications  operates  as  a division  of 
Westinghouse  Electric  Corporation. 

• Westinghouse  Communications  began  actively  marketing  its 
network  services  in  1989. 

• In  April  1989,  the  company  acquired  Communications  Design 
Corporation  (CDC)  of  Stamford  (CT),  a provider  of 
applications  software  for  telecommunications  management  to 
large  commercial  and  government  clients. 

- CDC  had  approximately  25  employees  at  the  time  of  the 
acquisition. 

- CDC  now  operates  as  Westinghouse  Communications 
Software,  Inc.,  a wholly  owned  subsidiary  of  Westinghouse 
Communications  with  approximately  40  employees.  1990 
sales  are  expected  to  more  than  double  over  1989. 

• Since  1989,  Westinghouse  has  had  a 25%  interest  in  Atlanta- 
based  Harbinger  Computer  Services. 

• Westinghouse  Communications  also  has  a 50%  interest  in 
Amerisystems  of  Dallas  (TX),  a shared-tenant  provider. 

Westinghouse  Communications'  total  1989  revenue  is  estimated  at 
$85  million.  Approximately  one-third  of  the  unit's  customers  were 
obtained  through  acquisitions.  The  remaining  two-thirds  are 
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Key  Products  and 
Services 


Westinghouse  customers,  the  majority  of  which  are  internal 
Westinghouse  Electric  operating  units. 

• Westinghouse  Communications  management  is  assured  that  the 
growth  rate  for  1990  will  exceed  20%. 

• It  is  anticipated  that  1994  revenue  will  reach  $500  million,  with 
new  external  business  accounting  for  virtually  all  of  the  growth. 

As  of  December  1989,  Westinghouse  Communications  had 
approximately  350  employees  (including  Westinghouse 
Communications  Software,  Inc.).  The  company  currently  has  350 
employees. 


INPUT  estimates  that  over  80%  of  Westinghouse 
Communications'  1989  noncaptive  revenue  was  derived  from 
network  services  and  20%  from  applications  software  products. 

Network  services,  available  to  non-Westinghouse  clients  since 
1988,  include  long-distance  voice;  packet-switched,  bulk,  and 
Systems  Network  Architecture  (SNA)  data  services;  video; 
facsimile;  electronic  mail;  and  electronic  data  interchange  (EDI) 
services. 

• The  target  market  for  these  services  is  medium-to-large 
customers  with  high  traffic  volumes  for  the  network  products. 

• The  services  are  currently  supported  by  the  Westinghouse 
Information  Network,  an  internal  nationwide  10-node  network. 
Each  node  contains  a tandem  switch,  a T1  multiplexer,  a packet 
switch,  and  SNA  networking  capabilities.  The  network 
currently  serves  more  than  90,000  users  in  100  locations 
worldwide. 

• Plans  are  underway  to  expand  the  network  to  support 
integrated  services  digital  network  and  switched  56  kps  services, 
and  Signaling  System  7 and  automatic  number  identification 
capabilities. 

• Westinghouse  Communications  currently  has  approximately  35 
network  services  clients  that  are  not  affiliated  with 
Westinghouse. 

Westinghouse  Communications  also  offers  network  consulting  and 
integration  services. 

• Services  include  telecommunications  planning,  network  design. 
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network  security,  project  management,  and  equipment 
evaluation  and  installation. 

• A major  thrust  has  begun  to  provide  a range  of  local-area 
network  services,  including  design,  installation,  administration, 
and  training. 

• The  company  has  provided  these  services  to  approximately  10 
clients. 

Contract  examples  include  the  following: 

• In  February  1990,  the  company  was  awarded  a one-year, 
multimillion  dollar  contract  by  Reese  Brothers,  Inc.,  a 
Pittsburgh-based  telemarketing  and  publishing  company,  to  link 
Reese's  25  offices  via  Westinghouse's  voice  communications 
network. 

• In  October  1989,  Westinghouse  Communications  received  a 
four-year  contract  from  Jones,  Day,  Reavis  & Pogue,  one  of  the 
world's  largest  law  firms,  to  link  the  firm's  U.S.  offices  via 
Westinghouse's  voice  and  data  communications  network. 

• In  September  1989,  the  company  was  awarded  a $3  million 
contract  by  ICF  Kaiser  Engineers  to  provide  data  and  voice 
networking  services  for  ICF  Kaiser  Engineers'  110  domestic 
field  offices  via  Westinghouse's  network. 

Westinghouse  Communications  Software,  Inc.  provides  IBM 

mainframe-based  applications  software  products  designed  to 

manage  voice  and  data  networks,  and  will  have  a flexible  UNIX 

product  complete  by  June  1,  1990. 

• The  company's  principal  product,  the  Communications 
Management  System  (CMS  II),  consists  of  integrated  modules 
that  address  the  business  functions  of  ordering,  tracking,  and 
charging  for  all  types  of  communications  equipment  and 
services.  The  system  allows  the  configuration  and  query  of 
components  in  networks,  monitors  and  controls  the  trouble 
desk,  and  supports  change  management  functions. 

• There  are  currently  over  75  installations  of  the  software. 

Clients  include  large  corporations,  financial  institutions,  and 
universities,  such  as  Paine  Webber,  American  Express,  The 
New  York  Times,  Hartford  Insurance,  First  Boston 
Corporation,  Warner  Communications,  Mitsubishi  Corporation, 
the  University  of  Indiana,  the  University  of  New  York,  Xerox, 
and  United  Technologies. 
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Industry  Markets 


Geographic 

Markets 


Harbinger*EDI  Services  is  a joint  venture  of  Harbinger  Computer 
Services,  Westinghouse,  C&S  Bank  in  Atlanta,  First  Bank  System 
in  Minneapolis,  and  Marine  Bank  in  Buffalo.  Harbinger*  EDI 
Services  combines  the  InTouch*EDI  PC  software,  Harbinger 
value-added  network  services,  free  hotline  support,  and  an 
implementation  program  to  help  large  companies  expand  their 
EDI  programs  to  more  trading  partners. 


The  target  market  for  Westinghouse  Communications'  products 
and  services  is  medium-to-large  firms  in  various  industries. 


Approximately  90%  of  Westinghouse  Communications'  $30 
million  in  noncaptive  revenue  was  derived  from  the  U.S.  and  10% 
from  international  sources. 

Westinghouse  Communications  is  headquartered  in  Pittsburgh. 
Additional  sales  and  support  offices  are  located  in  New  York, 
Boston,  Dallas,  Atlanta,  Chicago,  Los  Angeles,  and  San  Francisco. 

Westinghouse  Communications  Software,  Inc.  is  located  in 
Stamford  (CT). 
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COMPANY  HIGHLIGHT 


WESTINGHOUSE  INFORMATION 
SERVICES 

Highway  I and  Interstate  80 
P.O.  Box  30 
Iowa  City,  lA  52244 
(319) 354-9200 


Donald  J.  Gibsen,  Vice  President  and 
General  Manager 

Division  of  Westinghouse  Learning 
Corporation  (an  operating  unit  of 
Westinghouse  Electric  Corporation) 
Total  Employees:  675 
Total  Revenue,  Fiscal  Year  End 
12/31/81:  $38,000,000 
Total  Computer  Services  Revenue: 
$36,000,000 


THE  COMPANY 

• Westinghouse  Information  Services,  formerly  the  Westinghouse  Datascore 
Division,  provides  processing  services  and  turnkey  systems  for  data  tabulation 
and  test  scoring.  Datascore  was  acquired  by  Westinghouse  Electric  in  1968.  In 
November  1980,  Datascore  acquired  Information  Associates,  Inc.,  a software 
and  processing  services  vendor  for  educational  institutions.  Datascore  was 
renamed  to  reflect  its  expanded  offerings. 

Information  Associates,  located  in  Rochester  (NY),  had  1980  revenue  of 
about  $6  million. 

• 1981  revenue  was  $38  million,  a 31%  increase  over  1980  revenue  of  $29 
million.  Westinghouse  Information  forecasts  1982  revenue  of  $46  million. 
Computer  services  revenue  accounts  for  about  95%  of  total  revenue. 

• Westinghouse  Information  is  divided  into  four  product  departments. 

Scoring  Services:  processes  test  scores,  using  optical  mark  readers. 
Data  Entry  Systems:  manufactures  turnkey  optical  mark  reader 

systems. 

Software  Systems  Department:  markets  software  products  for  universi- 
ties and  colleges. 

Educational  Data  Services:  provides  processing  services  for  elementary 
and  secondary  school  districts. 

• Major  competitors,  listed  by  product  area,  are: 

Scoring  Services:  CTB-McGraw  Hill,  Intran,  and  National  Evaluation 

Systems. 

Data  Entry  Systems:  National  Computing  Systems. 

Software  Systems:  Science  Computing  Technology. 

Educational  Data  Services:  small,  local  DP  vendors. 
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OTHER  CORPORATE  COMPUTER  SERVICES 

• In  addition  to  Westinghouse  Information  Services,  there  are  three  other 
divisions  within  the  parent  corporation  marketing  computer  services.  INPUT 
estimates  services  revenues  from  these  divisions  were  about  $27.5  million  in 
1981,  bringing  the  corporate  total  for  computer  services  to  $63.5  million.  The 
other  divisions  and  services  offered  are: 

Strategic  Operations  Division:  provides  turnkey  information  systems 

for  nuclear  power  plants. 

Electronic  Systems  Division:  licenses  systems  software  for  IBM  main- 
frames and  supplies  numerical  control  applications  on  either  a time- 
sharing or  turnkey  basis. 

Advanced  Systems  Technology  Division:  serves  electric  utilities, 

chemical,  oil,  and  other  large  industrial  firms  in  the  U.S.  Engineering 
analysis  and  industrial  planning  applications  are  offered  on  a processing 
basis  or  as  software  products.  In  foreign  countries,  operating  systems 
software  for  IBM  mainframes  is  marketed. 

KEY  PRODUCTS  AND  SERVICES 

• Revenue  from  Westinghouse  Information  Services  is  derived  as  follows: 


Percent 

Revenue 

of  Total 

($  thousands) 

Processing  services 

60% 

$22,800 

Software  products 

25 

9,500 

Turnkey  systems 

10 

3,800 

Non-computer  services 
(paper  forms  for  optical  mark  readers) 

' 5 

1 ,900 

100% 

$38,000 

• Information  Services  develops  all  of  its  applications  software  and  manufac- 
tures the  optical  mark  readers  used  by  Scoring  Services  and  in  Data  Entry 
turnkey  systems. 

• Scoring  Services  processes  over  90  million  forms  each  year,  using  optical  mark 
readers.  The  service  is  used  by  educational  institutions  and  other  clients  such 
as  the  American  College  Testing  (ACT),  Houghton  Mifflin  Company,  and  The 
Psychological  Corporation,  to  score  college  entrance  exams  and  psychological 
or  achievement  tests.  Research  surveys  are  processed  for  business  clients. 
Government  agencies  use  the  service  for  census  reporting  and  election  results. 

Scoring  Services  has  50  to  75  clients.  Typical  fees  are  $1  to  $3  per  test 
scored. 
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• Data  Entry  Systems  markets  optical  mark  reader  turnkey  systems  using  an  HP 
1000  minicomputer.  Standard  software  is  usually  modified  to  serve  customer 
needs,  or  custom  software  is  developed. 

In  1 982,  a version  of  the  system  was  introduced  using  an  HP  A-600 

microcomputer. 

Systems  may  be  purchased  or  leased,  and  sell  for  $75,000  to  $300,000. 

Over  100  systems  have  been  installed. 

• Software  Systems  offers  applications  products  for  financial,  student  informa- 
tion, and  human  resource  management.  The  software  is  used  primarily  by 
colleges  and  universities.  Written  in  ANS  COBOL,  it  is  available  in  on-line  or 
batch  versions.  Products  run  on  mainframes  and  minicomputers  by  IBM,  DEC, 
Univac,  Burroughs,  Hewlett-Packard,  and  others.  A DEC  VAX  I 1/750  version 
is  scheduled  to  be  introduced  in  fall  1982.  HP  3000  and  IBM  4331  versions  will 
follow. 


Software  products  may  be  used  independently,  integrated  with  each 

other,  or  interfaced  with  existing  systems.  Products  marketed  are: 

. Financial  Information  System,  introduced  in  1970,  includes 
financial  accounting  and  accounts  payable  modules.  There  are 
230  installations.  Perpetual  license  fees  range  from  $50,000  to 
$1  10,000. 

. Student  Information  System,  introduced  in  1973,  consists  of 
modules  for  student  records,  billings  and  receivables,  financial 
aid  management,  and  admissions  management.  There  are  150 
installations.  Perpetual  license  fees  range  from  $30,000  to 
$100,000. 

. Human  Resource  System,  introduced  in  1971,  is  a payroll/ 
personnel  module.  A version  is  available  for  business  and  other 
non-educational  organizations.  Customers  include  Anchor 
Hocking  Corporation,  Golden  Gate  Bridge  Highway  and  Transit 
District,  Long  Beach  Unified  School  District,  Scripps  Clinic  and 
Research  Foundation,  and  a subsidiary  of  Shell  Oil  of  Canada 
Resources.  Perpetual  license  fees  range  from  $70,000  to 
$100,000.  There  are  about  65  installations  of  the  product,  in 
both  educational  and  non-educational  versions. 

. Student  Loan  System,  introduced  in  1976,  processes  billing  and 
accounts  receivable  information  for  university  and  federal  loans. 
With  approximately  20  installations,  pricing  starts  at  $30,000. 

. Alumni  Development  System,  introduced  in  1976,  is  a fund 
raising  system  which  tracks  donors  and  potential  donors. 
Approximately  20  systems  are  in  operation  in  a variety  of 
organizations.  Pricing  starts  at  $40,000. 
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License  fees  include  installation  and  training  tor  the  customer's  staff. 
Interface,  modification,  and  conversion  consulting  are  available  for  an 
additional  fee.  Software  maintenance  is  priced  at  a tee  equal  to  10%  of 
the  perpetual  license  tee  per  year. 

There  are  a total  of  485  installations  of  Software  Systems  products. 
Educational  customers  include: 

. Illinois  Institute  of  Technology  (Chicago). 

. University  of  Illinois  (Chicago). 

. Loyola  University  (New  Orleans). 

. University  of  Denver. 

. University  of  Petroleum  and  Minerals  (Saudi  Arabia). 

. University  of  San  Francisco. 

. Vanderbilt  University  (Nashville,  TN). 

• Educational  Data  Services  provides  processing  services  for  elementary  and 
secondary  schools.  Applications  for  attendance,  grade  reporting,  class 
scheduling,  and  financial  accounting  are  available. 

Processing  is  in  batch  mode,  with  the  exception  of  financial  accounting, 
which  operates  either  on-line  or  batch. 

Educational  Data  Services  has  over  1,500  clients,  typically  paying 
$3,000  to  $5,000  per  year.  Charges  are  on  a per-student  basis. 

• Educational  Data  is  completing  development  on  a series  of  minicomputer 
software  products  which  will  provide  its  processing  applications  for  in-house 
users. 


The  Total  Education  Administration  Management  System  (TEAMS)  will 
be  introduced  in  Fall  1982  in  an  HP-3000  version.  Versions  for  IBM  and 
DEC  will  follow. 

TEAMS  software  will  be  priced  in  the  $60,000  to  $100,000  range. 
INDUSTRY  MARKETS 
• Revenue  is  derived  as  follows: 


Education 

45% 

Federal  government 

23 

State  and  local  government 

12 

Medical/hospital 

5 

Discrete  manufacturing 

12 

Other 

3 

100% 
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GEOGRAPHIC  MARKETS 

• Revenue  is  derived  as  follows: 


u.s. 

90% 

Latin  America 

5 

Far  East 

5 

100% 

• District  sales  offices  are  located  in  Iowa  City,  Sunnyvale  (CA),  Richardson 
(TX),  Reston  (VA),  and  Marlboro  (MA).  Local  sales  offices  are  located  in 
Atlanta,  Hartford  (CT),  Pittsburg,  St.  Louis,  Chicago,  Raleigh  (NC),  Washing- 
ton, D.C.,  and  Rochester  (NY). 

COMPUTER  HARDWARE  AND  SOFTWARE 

• Westinghouse  Information's  data  processing  centers  in  Rochester  (NY),  Iowa 
City,  Marlboro  (MA),  and  Longmont  (CO)  use  the  following  equipment; 

IIBM  3031,  MVS. 

I IBM  3033,  MVS. 

I NAS  7000,  VM/CMS. 

10  HP  2000s,  RTE  Executive. 

• Processing  services  are  accessed  via  UNINET. 
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Vendor  Profile 


A Publication  from  INPUT’S  Vendor  Analysis  Program  - U.S. 


August  1995 


West  Publishing  Company 

« 


Chairman 

& CEO:  Dwight  D.  Opperman 

President:  Vance  K.  Opperman 

610  Opperman  Drive 
Eagan,  MN  55123-1396 
Ti  Phone:  (800)  778-8090 


Status:  Private 

Employees;  7,600 

Revenue:  $ 650,000,000* 

* INPUT  estimate 


Key  Points 

• West  Publishing  is  a publisher  of  legal  data 
for  the  legal  community  and  produces 
WESTLAW®,  the  computer-aided  legal 
research  service,  and  West’s  CD-ROM 
Libraries™. 

• In  1995,  West  Publishing  completed  its 
acquisition  of  The  Rutter  Group™,  a 
publisher  of  practice  guides  and  seminar 
materials. 

• In  1994,  West  Publishing  acquired 
Information  America,  a provider  of  on-line 

V. 


databases  and  on-site  document  retrieval 
services. 

• In  May  1994,  West  Publishing  agreed  to 
offer  direct  access  to  Dow  Jones 
News  / Retrieval. 

Company  Description 

West  Publishing  is  a privately-held  company 
that  publishes  legal  material  in  electronic  and 
print  format  for  the  legal,  accounting,  tax  and 
government  professionals.  Electronic  services 
include  WESTLAW,  West  CD-ROM  Libraries, 
West’s®  Desktop  Practice  Systems®  and 
WESTFAX®. 

The  company  was  started  in  1872  as  John  B. 
West,  Publisher  and  BookseUer,  to  seU  law 
treatises,  dictionaries,  office  supplies,  legal 
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Vendor  Profile 


A Publication  from  INPUT’S  Vendor  Analysis  Program  — U.S. 


April  1996 

Wildfire  Communications,  Inc. 


CEO  & Founder:  William  J.  Warner 

Vice  President:  Nicholas  C. 

d’Arbeloff 

20  Maguire  Road 
Lexington,  MA  02173 
Phone:  (617)674-1500 

Fax:  (617)674-1501 

Internet:  Http://www.wildfire.com 


Status:  Private 

Employees:  45 

Revenue:  $8,000,000 

Fiscal  Year  End:  12/31/95 


Key  Points 

• Wildfire  Communications  develops  and 
markets  Wildfire,  an  Electronic  Assistant 
system.  Through  speech  recognition, 

Wildfire  understands  spoken  commands  and 
manages  telephone-related  tasks. 

• Wildfire  was  created  from  the  desire  to 
improve  the  way  that  people  connect  and 
communicate.  The  Wildfire  Assistant, 
targeted  to  professionals  who  need  to  be  as 
productive  on  the  road  as  in  the  office. 


manages  all  telephone-related 
communications:  incoming  and  outgoing 
calls,  schedules  follow-up  calls,  gives  the 
user  reminders,  and  maintains  a complete 
contact  list. 

• The  company  has  completed  three  rounds  of 
ventui'e-capital  funding:  $2  million  in 
September  1992  (Matrix  Partners);  $5.4 
million  in  September  1993  (Greylock);  and 
$7.3  million  in  January  1995  (AT&T 
Wireless,  formerly  McCaw  Cellular). 

• AT&T  Wireless  Services  and  Pacific  Bell 
Mobile  Services  will  be  offering  the  Wildfire 
Assistant  service  through  their  networks  in 
1997. 


INPUT  1996  Reproduction  prohibited 


VA-96 


Page  1 of  3 


INPUT  Vendor  Profile 


Company  Description 

Wildfire  Communications,  Inc.  is  a pioneer  in 
the  field  of  electronic-assistant  technology. 
Introduced  in  October  1994,  the  Wildfire 
Electronic  Assistant  combines  the  latest  in 
speech-recognition,  computer,  and  telephony 
developments  to  help  professionals  connect 
with  key  contacts  in  less  time  and  with  less 
effort,  increasing  their  overall  ability  to 
communicate. 

Organization  and  Structure 

Wildfire  Communications’  key  executives  are 
fisted  below. 


Wildfire  Communications 
Key  Executives 


Name 

Title 

William  J.  Warner 

CEO  and  Founder 

Nicholas  C.  d’Arbeloff 

Vice  President  and 
Co-Founder 

Richard  A.  Miner 

Director  of  Engineering 
and  Co-Founder 

Tony  Lovell 

Designer  and 
Co-Founder 

Ed  Rarick 

Vice  President  of  Sales 

Jack  Garrahan 

Director  of  Sales 

Company  Strategy 

Wildfire’s  strategy  is  to  produce  the  best 
communication  systems  for  people  who  spend 
a great  deal  of  time  out  of  the  office.  The 
product  is  sold  through  a direct  sales  force 
and  provided  to  end  users  through  service 
providers  who  acquire  the  system  from 
Wildfire. 

Financials 

Wildfire’s  first  product  release  was  in  1994. 
There  were  approximately  four  customers  of 


the  Wildfire  Assistant  in  1994.  Within  the 
first  quarter  of  product  release,  Wildfire  had 
more  than  $1  million  in  bookings. 

Market  Financials 

The  Wildfire  Electronic  Assistant  is  not 
targeted  to  any  single  industry  market.  The 
majority  of  Wildfire’s  clients  appear  to  be 
Authorized  Service  Providers,  as  the  product 
is  fairly  high  priced  for  most  companies. 

Geographic  Markets 

The  Electronic  Assistant  is  currently  available 
in  the  U.S.  and  Canada. 

Employees 

Wildfire  currently  has  45  employees, 
segmented  as  follows; 


Marketing  and  sales 7 

Customer  support 5 

Research  and  development 29 

Computer  operations 1 

General  and  administrative  _3 

45 


Key  Products  and  Services 

The  Wildfire  Electronic  Assistant  is  the 
company’s  only  product.  Wildfire  also 
provides  consulting  services  to  customize  its 
software. 

Wildfire  Electronic  Assistant  uses  speech 
recognition  to  do  what  secretaries  used  to 
do — ^handle  incoming  and  outgoing  telephone 
calls,  schedule  follow-up  calls,  give  the  user 
reminders,  manage  all  messages,  maintain  a 
complete  contact  list,  and  schedule  conference 
calls.  The  user  can  call  Wildfire  from  a car 
phone,  pay  phone,  mobile  phone  or  hotel 
phone  and,  in  a single  “session”  with  Wildfire, 
take  care  of  all  these  communications  tasks. 
In  March  1996,  Wildfire  announced 
conferencing  capabilities  for  Electronic 
Assistant. 
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Wildfire  Electronic  Assistant  uses  speech 
recognition,  digital  telephony,  and  object- 
oriented  databases. 

In  March  1996,  Wildfire  announced  a new 
sales  model  and  pricing  structure  for 
Electronic  Assistant  that  gives  Authorized 
Service  Providers  more  flexibility  and  cost 
savings  in  purchasing  Wildfire  servers. 

• Now,  rather  than  purchasing  bundled 
Wildfire  servers  directly  from  Wildfire, 
Authorized  Service  Providers  purchase 
hardware  from  their  choice  of  Wildfire 
Approved  Business  Partners,  and  the 
Wildfire  Assistant  software  from  Wildfire. 
The  system  is  shipped  from  the  hardware 
supplier  fully  configured  with  12  Wildfire 
Assistants,  which  support  40  to  60  users. 

• A fully  configured,  bundled  Wildfire  server 
previously  listed  for  $100,000.  By 
purchasing  fully  configured  hardware  from 
an  Approved  Business  Partner  for  $28,000 
and  software  licenses  (supporting  40  to  60 
users)  from  Wildfire  for  $30,000,  an 
Authorized  Service  Provider  can  now  get  the 
same  system  for  $58,000. 

• End  users  can  now  subscribe  to  Wildfire 
service  starting  at  $39  per  month. 

Clients 

Authorized  Service  Providers  that  offer  the 
W'ildfire  Electronic  Assistant  to  users  include: 

• Advanced  Communications  Technology 

• Virtuosity 

• Milcom  Corp. 


• Concierge  Ltd. 

• EMIT 

• Harwell  Communications,  Inc. 

• MessageBank 

• TCM,  Inc. 

• Virtual  Phone 

• AnsaVoice 

• CTI 

• Execunet 

• Overlook  Communications 

Users  of  the  Wildfire  Electronic  Assistant 
include: 

• Montgomery  Securities 

• Warner  Brothers  Studios 

• First  Albany  Corp. 

• Institute  for  the  Future 

• Bear  Stearns  & Company 

• Against  All  Odds  Productions 

Marketing  and  Sales 

Wildfire  Communications  markets  its 
products  and  services  through  a direct  sales 
force  and  through  Authorized  Service 
Providers  that  provide  the  Wildfire  service  for 
a monthly  fee. 

Competition 

There  does  not  appear  to  be  any  direct 
competition  for  the  Electronic  Assistant 
technology  at  this  time. 

INPUT  Assessment 

Wildfire  is  a fairly  new  company  that  has 
caught  on  fast.  Using  the  Authorized  Service 
Providers  as  a channel  to  get  the  product  out 
into  the  marketplace  is  working  very  well  for 
Wildfire. 


Wildfire  Communications,  Inc. 
April  1996 
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COMPANY  HIGHLIGHT 


WOODWARD  RYAN  SHARP  AND 
DAVIS 

3 Park  Avenue 
New  York,  NY  10016 
(212)  689-4100 


Gerald  Guralnik,  President 
Division  of  Noble  Lowndes  Group 
Total  Employees:  85 
Total  Revenue,  Fiscal  Year  End 
3/31/83:  $6,750,000* 

Computer  Services  Revenue: 
$4,600,000* 


THE  COMPANY 

• Woodward  Ryan  Sharp  and  Davis  (WRSD),  founded  in  1961  by  Gerald  Guralnik, 
markets  employee  benefits,  pension  plan  and  group  insurance  administration, 
health  claims,  long-term  disability,  and  human  resource  software  products, 
processing,  and  professional  services.  Related  noncomputer  services  consult- 
ing is  also  offered. 

In  July  1982  WRSD  was  acquired  by  Noble  Lowndes  Group  and  now 
operates  as  its  North  American  Division.  Noble  Lowndes,  an  interna- 
tional consulting  firm  and  subsidiary  of  Hill  Samuel  Group  Ltd.  of 
London,  has  approximately  1,200  employees  and  is  based  in  Croydon, 
England. 

• WRSD  provides  its  products  and  services  through  two  divisions. 

The  Computer  Division  markets  software  products,  processing,  and 
professional  services  consulting,  and  facilities  management. 

The  Benefits  Division  provides  noncomputer-services-related  employee 
benefits  and  actuarial  administration  consulting. 

• As  of  April  I,  1983,  WRSD  had  85  employees  segmented  as  follows: 


Computer  Division  75 

. Marketing/sales  10 

. Computer  operations/ 

customer  support  60 

. General  and 

administrative  5 

Benefits  Division  _|^ 

85 


• WRSD  competitors  include  MCAUTO,  Advanced  Systems  Applications,  Erisco, 
and  System  Development  Corporation. 


*INPUT  estimate 


I of  4 

September  I 983 

©1983  by  INPUT.  Reproduction  Prohibited. 


INPUT 


WOODWARD  RYAN  SHARP  AND  DAVIS 


KEY  PRODUCTS  AND  SERVICES 

• INPUT  estimates  that  60%  of  WRSD's  fiscal  1983  computer  services  revenue 
was  derived  from  the  sale  of  proprietary  software  packages.  An  estimated 
30%  of  revenue  came  from  processing  services  and  the  remaining  10%  from 
professional  services. 

• WRSD's  on-line  software  runs  on  IBM  and  compatible  mainframes  under 
DOS/VS(E),  OS/VS,  and  MVS.  The  software  is  available  os  packages  licensed 
for  in-house  use  or  as  applications  on  WRSD's  remote  computing  service. 

Software  package  pricing  includes  Installation,  training,  documenta- 
tion, and  one  year's  maintenance. 

Twelve  clients  located  across  the  U.S.  access  the  software  via  the 
company's  remote  computing  services. 

• WRSD  products  include  the  following: 

ACES  (Automated  Claims  Entry  System)  Is  a group  health  claims 
administration  system  for  Insurance  companies  and  self-insured  corpor- 
ations. The  system  enables  administrators  to  analyze  benefits  utiliza- 
tion for  plan  design  and  cost  control  as  well  os  process  multiple  plans 
within  an  organization. 

. ACES  permits  administration  of  hospitalization.  Major  Medical, 
surgical,  vision,  drug,  disability,  accidental  death  and 
dismemberment,  and  other  group  insurance  benefits  os  a fully 
integrated  system.  Separate  health,  dental,  and  disability 
modules  are  also  available. 

. An  optional  interface  with  WRSD's  Group  Insurance  Management 
System  is  available  for  private  insurers  or  Blue  Cross  organiza- 
tions. 

. ACES  is  priced  at  $280,000. 

DBS  (Defined  Benefit  System)  is  a data-base-oriented  retirement  and 
pension  plan  system.  Features  include  retirement-benefits-related 
calculations  for  eligibility,  early  retirement,  terminations,  disability, 
vesting,  and  optional,  accrued,  and  projected  benefits. 

. DBS  provides  summaries  for  government  and  accounting  report- 
ing and  disclosure,  and  complies  with  ERISA  standards. 

HRMS  (Human  Resource  Management  System)  supports  an  organiza- 
tion's p>ersonnel  department  in  human  resource  planning,  government 
regulatory  compliance,  and  benefits  administration. 
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. The  system  permits  security-controlled  access  to  current  and 
historical  personnel  information  including  job/work  history, 
EEO/ Affirmative  Action,  and  skills  inventory,  which  can  be  used 
for  career  path  and  job  evaluation  appraisals. 

. Payroll  and  optional  accounting  systems  interfaces  are  avail- 
able. 

GIMS  (Group  Insurance  Management  System)  is  a group  insurance 
administration  package  for  Blue  Cross  and  private  insurers  consisting 
of  a flexible  series  of  programs  that  allow  for  unique  requirements  of 
user  companies. 

. Features  include  agent  and  commission  maintenance  processing, 
benefits  and  premium  computations  for  participants  and  depend- 
ents, and  calculations  based  on  fixed  amounts  including  salaries 
and  years  of  service. 

. This  system  provides  for  Group  and  Certificate  Master  Data 
Base  access  and  Claims  Data  Base  interface  for  experience 
processing. 

. Standard  reports  including  Activity,  Billings,  Experience,  Certif- 
icates, Policy  Status,  and  Commissions  Statements. 

LTDS  (Long  Term  Disability  Simulation  Model)  is  a strategic  modeling 
tool  that  analyzes  an  organization's  changing  population  and  emerging 
long-term  disability  liabilities  in  order  to  perform  cost/benefit  policy 
analyses. 

. The  system  estimates  current  and  future  annual  plan  costs  using 
variables  including  employment  and  changing  business  patterns, 
legislative  changes,  investment  returns,  and  wages. 

. LTDS  calculates  reserve  requirements,  analyzes  various  funding 
methods,  simulates  the  effect  of  variable  employee  composition, 
and  defines  projected  disability  flow  of  funds  and  annual  benefit 
payouts. 

• WRSD's  professional  services  consist  of  management  consulting  and  contract 
programming  for  benefits  and  actuarial  applications.  The  company  has  one 
facilities  management  client  to  which  it  provides  services  on  the  client's 
computers. 

INDUSTRY  MARKETS 

• WRSD's  fiscal  1983  revenue  was  derived  from  across  industry  sectors. 
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GEOGRAPHIC  MARKETS 

• Ninety-five  percent  of  fiscal  1983  revenue  was  derived  from  the  U.S.  The 
remaining  5%  of  revenue  was  from  Canada. 

• WRSD  does  not  currently  maintain  any  branch  sales  offices.  Plans  include 
establishing  offices  in  Chicago,  Boston,  and  Washington,  D.C.,  within  the  next 
several  years. 

COMPUTER  HARDWARE  AND  SOFTWARE 

• Two  IBM  4341s  running  under  DOS  and  OS  are  located  in  New  York  City  and 
are  used  to  provide  processing  services,  which  are  accessed  via  dedicated 
lines. 
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PROFILE 


WORDPERFECT  CORPORATION 

1555  N.  Technology  Way 
Orem,  Utah  84057 
Phone;  (801)  225-5000 

Fax:  (801)  228-5077 


President: 

Status: 

Total  Employees: 
Total  Revenue: 
Fiscal  Year  End: 


Adrian  Rietveld 
Private  Corporation 


4,122  (1/94) 
$705,000,000 


12/31/93 


Key  Points 


On  January  1,  1994,  Dr.  Alan  C.  Aishton  stepped  down  as  CEO  and 
president  of  WordPerfect  Corporation(WordPerfect).  Adrian 
Rietveld  has  been  named  president  and  CEO  succeeding  Dr. 

Ashton. 

In  November  1993,  WordPerfect  signed  a letter  of  intent  to  purchase 
SoftSolutions  Technology  Corp.  SoftSolutions,  headquartered  in 
Orem,  Utah,  will  operate  as  an  independent  business  unit  of 
WordPerfect  Corp. 

In  January  1994,  Mr.  Rietveld  outlined  his  plan  to  achieve  a 10-15% 
market  share  of  the  application  suites  market  in  1994. 

WordPerfect  has  teamed  with  Borland  in  a cross-marketing 
agreement  giving  their  respective  users  a price  break  on  the  other 
company's  key  products.  This  packaging  allows  them  to  offer  a 
product  suite  called  WordPerfect  Office. 

WordPerfect  is  embarking  on  an  aggressive  schedule  this  year  to 
deliver  products  and  technologies  from  wireless  support  for 
WordPerfect  Office  4.0  to  PowerPC  versions  of  its  products. 


February  1994 
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Company 

Description 


WordPerfect  began  operation  in  1979,  as  Satellite  Software 
International  (SSI),  and  initiated  international  expansion  in  1981. 
Founded  by  Alan  C.  Ashton  and  Bruce  W.  Bastian,  without  the  benefit 
of  venture  capital,  the  company  now  employs  more  than  4,500  people 
and  is  represented  throughout  the  world  by  23  WordPerfect  offices  and 
34  distributor  offices  that  serve  117  countries.  WordPerfect,  which  is 
available  in  28  languages,  has  an  installed  worldwide  user  base  of  more 
than  15.5  million. 


Financials  in  1993  the  company  reported  revenue  of  over  $700  million. 

In  1991,  the  company  changed  the  way  it  reports  revenues.  In  previous 
years,  sales  figures  included  100%  of  domestic  sales  and  only  50%  of 
international  sales  from  affiliates. 


Sales  figures  for  1991  ($600  million)  are  a more  accurate  reflection  of 
sales  volumes  because  they  include  total  worldwide  sales. 

In  the  five-year  summary  that  follows,  results  prior  to  1991  include 
100%  of  domestic  sales  and  only  50%  of  international  sales. 


WORDPERFECT  CORPORATION 
FIVE-YEAR  REVENUE  SUMMARY 
(S  millions) 


FISCAL  YEAR 

ITEM 

1993 

1992 

1991 

1990 

1989 

Revenue 

$705 

$575 

$600 

$452 

- $281 

Market  Financials  WordPerfect  Corporation  derives  its  revenues  from  across  all  industry 

sectors.  For  1993,  revenue  was  derived  approximately  as  follows: 


Distributors  and  dealers 

55% 

Government 

15% 

Computer  retail  chains 

15% 

Large  accounts 

7% 

Education 

7% 

OEMs 

1% 

100% 
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Geographic 

Markets 

Approximately  60%  of  1993  revenue  was  derived  from  the  U.S.,  6% 
from  Canada  and  34%  from  other  international  sources. 

WordPerfect  has  23  WordPerfect  offices  and  34  distributor  offices  that 
serve  117  countries. 

• International  WordPerfect  offices  are  in  Australia,  Belgium,  Brazil, 
Chile,  Denmark,  France,  Germany,  Italy,  Japan,  the  Netherlands, 
Norway,  Spain,  Sweden,  Switzerland  and  the  U.K. 

Operations/ 

Structure 

WordPerfect  is  lead  by  a three-member  Office  of  the  President 
comprised  of  Ad  Rietveld,  president  and  CEO;  John  C.  Lewis, 
executive  vice  president;  and  R.  Duff  Thompson,  executive  vice 
president  and  general  counsel. 

Newly  acquired  SoftSolutions  will  remain  an  independent  business  unit 
of  WordPerfect. 

WordPerfect  has  formed  a small-  to  medium-size  business  group  that 
will  focus  on  customers  with  50  to  299  PCs. 

Employees 

As  of  January  1994,  Word  Perfect  had  over  4,500  employees. 

Strategy 

WordPerfect'  stated  mission  is  to  help  the  world  communicate  by 
providing  software  tools  for  people  to  effectively  process,  share  and 
present  information.  With  the  document  at  the  heart  of  written 
communication,  the  WordPerfect  Information  Systems  Environment 
(WISE)  strategy  has  been  designed  to  provide  a framework  for 
developing  "best-of-class"  software  for  users  to  prepare,  share  and 
present  information  across  a variety  of  computing  platforms.  An 
underlying  messaging  mechanism  promotes  seamless  integration  among 
WISE  applications. 

WordPerfect  Corporation  continues  to  offer  award-winning, 
personalized  customer  support  for  all  of  its  U.S.  and  Canadian 
customers. 

• Approximately  one-fourth  of  WordPerfect  Corporation's  employees 
work  in  customer  support,  problem  resolution,  information  services, 
and  SWAT  (Strategic  WordPerfect  Assistance  Team)  positions. 

■ WordPerfect  Corporation's  development  team  uses  information 
gleaned  from  customer  service  representatives.  In  addition,  product 
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Acquisitions 


developers  use  the  in-house  Usability  Center  to  test  products  during 
the  development  process. 

WordPerfect  continues  to  set  industry  standards  in  customer  service. 
The  company  introduced  the  industry's  first  "hold  studio"  in  1990, 
and  employs  hold  jockeys  to  monitor  calls  traffic  and  to  offer 
customers  up-to-date  hold  times  as  well  as  product  information.  In 
relation  to  traditional  support,  the  company  offers  within-product 
coach  features,  BBS  and  CompuServe  forums,  toll-free  fax  retrieval 
and  TDD/TTY  for  the  hearing  impaired. 


In  1993,  WordPerfect  purchased  SoftSolutions,  a developer  of 
document-management  tools  in  Orem,  UT. 

In  October  1992,  WordPerfect  acquired  BeagleWorks  for  the 
Macintosh  from  Beagle  Bros.  Inc.  BeagleWorks  is  an  integrated 
Macintosh  program  that  features  six  modules-word  processor, 
database,  draw,  paint,  communications  and  spreadsheet  with  charting. 

In  June  1992,  WordPerfect  acquired  MagicSoft,  Inc.  of  Lombard  (IL). 
MagicSoft  produces  MTEZ,  a data  communications  package,  and 
Express¥?ix,  a fax  communications  package. 

■ MagicSoft  products  are  currently  bundled  with  such  OEMs  as  Dell, 
Megahertz,  ZOOM  Telephonies,  Rockwell,  Practical  Peripherals, 
Intel  and  U.S.  Robotics. 

• The  skills  and  technology  of  the  MagicSoft  developers  will  benefit 
WordPerfect  Office,  WordPerfect  Corporation's  E-mail,  calendaring 
and  scheduling  package. 

In  January  1992,  about  640  of  SoftCopy,  Inc.'s  employees  became 
WordPerfect  Corporation  employees. 

• SoftCopy  is  one  of  the  country's  leading  software  fulfillment 
companies,  duplicating  software  and  assembling  software  packages 
for  major  software  developers. 

• SoftCopy  originally  spun  off  from  WordPerfect  Corporation  in  1984 
to  do  business  for  other  vendors,  in  addition  to  WordPerfect 
Corporation.  About  91%  of  SoftCopy's  1991  sales  came  from 
WordPerfect  Corporation  business. 

• The  reorganization  allows  WordPerfect  Corporation  to  more  closely 
integrate  its  manufacturing  operations. 
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Alliances 


Key  Products  and 
Services 


In  1993,  Borland  International,  Inc.  and  WordPerfect  constructed  an 
innovative  alliance.  This  alliance  was  designed  as  a collaboration  on 
an  application  software  suite  for  the  office  that  competes  with 
Microsoft  Corporation's  Office  and  Lotus  Development 
Corporation's  SmartSuite. 

In  1993,  West  Publishing  Company  and  WordPerfect  Corporation 
announced  a strategic  alliance  to  work  together  to  provide  tighter 
integration  of  the  software  and  legal  research  tools  that  they  provide 
to  the  legal  profession.  West  is  now  a premier  developer  for 
WordPerfect.  A prototype  product  of  the  alliance  is  WESTMATE 
5.2  for  Windows.  The  software  will  allow  users  to  access  the 
WESTLAW  online  services  and  retrieve  results  without  ever  leaving 
WordPerfect. 

In  an  effort  to  work  toward  multivendor  database  connectivity 
solutions,  WordPerfect  Corporation  announced  participation  with 
Borland,  IBM,  and  Novell  in  Borland's  IDAPI  (Integrated  Database 
Application  Programming  Interface)  standard. 


One  hundred  percent  of  WordPerfect  Corporation's  1993  revenue  came 
from  the  sale  of  applications  software  packages. 

Leading  in  Windows  and  DOS  technology,  WordPerfect  manufactures 
one  of  the  world's  leading  word  processing  packages,  WordPerfect. 
Other  major  products  include  WordPerfect  Office  workgroup  software, 
WordPerfect  InForms  and  WordPerfect  Presentations.  Versions  of 
WordPerfect  are  available  for  DOS,  Windows,  Macintosh  OS/2,  UNIX 
VMS,  NeXT  and  the  AS/400.  WordPerfect  Corporation  develops  and 
sell  software  in  the  business,  workgroup  and  consumer  market 
categories. 

Infonnation  Processing  Products: 

The  first  element  of  WordPerfect  Corporation's  WISE  strategy  is 
information  processing.  The  company  supports  open  application 
programming  interfaces  (APIs)  and  markets  the  following  information 
processing  software; 

WordPerfect  6.0  for  Windows  combines  the  popular  features  of  the 
WordPerfect  word  processor  with  the  intuitive  Windows  graphical 
interfaces. 

In  September  1993,  WordPerfect  announced  WordPerfect  Office  for 
UNIX  running  on  Sun  Microsystem's  Solaris  1.0. 
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LetterPerfect  1.0  is  an  entry-level  word  processor  compatible  with 
WordPerfect  5.1.  It  runs  well  on  machines  with  limited  storage,  such  as 
battery-powered  laptops. 

LetterPerfect  2.1  for  Macintosh  is  a streamlined  version  of 
WordPerfect  2.1  for  Macintosh.  It  contains  all  the  features  needed  for 
creating  everyday  memos,  letters  and  reports. 

WordPerfect  Works  1.0  is  an  integrated  software  package  that  includes 
a word  processor,  a flat  file  data  base,  a graphics  editor, 
communications  capabilities  and  a spreadsheet  application. 

DataPerfect  is  a flexible  data  base  definition  and  management  package. 
Report  capabilities  include  prompting,  testing,  searching,  record 
modification  and  record  creation. 

Information  Sharing  Products: 

WordPerfect  Corporation  is  committed  to  using  existing  messaging 
technology  (e.g.  VIM,- MAPI,  OCE)  while  also  introducing 
advancement  in  its  own  information  sharing  technology. 

WordPerfect  Office  4.0  combines  electronic  mail,  calendar  and 
scheduling  software  into  one  application. 

• Under  a powerful  desktop,  any  combination  of  mail,  calendar,  or 
scheduler  can  be  viewed  at  one  time.  In  its  initial  release, 
WordPerfect  Office  4.0  will  be  available  for  DOS,  Windows  and 
Macintosh  operating  system  platforms. 

• WordPerfect  Office  currently  has  nearly  one  million  users  on  a 
variety  of  platforms,  including  Windows,  DOS,  UNIX,  VAX/VMS, 
and  a direct  connection  to  OV/VM  PROFS. 

WordPerfect  InForms  supports  creating  and  filling  in  forms-both 
electronic  and  printed.  TTie  collected  information  can  be  transferred 
directly  into  a database.  WordPerfect  InForms  was  released  in  1993 
and  was  sold  as  two  separate  packages. 

• The  Designer  package  is  targeted  to  users  involved  in  the  actual 
creation  of  forms. 

• The  Filler  package  is  for  those  who  need  to  fill  in  forms  created  with 
the  Designer.  The  package  will  be  available  for  DOS,  Macintosh, 
OS/2,  UNIX,  VMS  and  PenPoint  operating  systems,  as  well  as  in  17 
international  languages. 
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Product 

Licensing 


Information  Presenting  Products: 

WordPerfect  Presentations  is  a graphics  presentations  package  that 
offers  advanced  features  and  a graphical  interface  for  both  DOS  and 
Windows. 

WordPerfect  Presentations  2.0  for  DOS,  released  in  November  1992, 
moves  the  company  into  the  multimedia  market  with  its  new  sound 
capabilities  and  introduces  features  and  capabilities  new  to  the  DOS 
presentation  graphics  market. 

Information  Distribution: 

Information  distribution  tools  add  value  to  the  other  three  elements  of 
the  WISE  strategy. 

Distributing  tools  can  represent  and  distribute  information  across 
applications,  regardless  of  the  application’s  location,  language  or 
platform. 

WordPerfect  Corporation  products  are  designed  to  support  current 
messaging  standards  and  interfaces  such  as  Novell  Global  Messaging, 
VIM  (IBM/Lx)tus/ Apple/Borland  Novell/WordPerfect),  MAPI 
(Microsoft),  OCE  (Apple)  and  DCE  (UNIX). 

WordPerfect  Corporation  also  offers  several  gateway  products. 

In  1994,  WordPerfect  is  shipping  WordPerfect  Office  Remote  for 
Wireless,  a wireless  connection  that  uses  RAM  Mobile  Data  network 
and  Intel's  Mobidem  modems  for  on-the-road  communications. 

WordPerfect  is  currently  testing  a link  between  WordPerfect  Office  4.0 
and  mobile  pagers.  The  one-way  software  system,  developed  with 
Motorola  will  ship  in  the  second  quarter  of  1994  and  will  allow  users  to 
retrieve  E-mail  from  a pager. 


The  company  provides  multi-lingual  and  enterprise-wide  licensing. 
Large  accounts  are  offered  the  Customer  Advantage  Program  (CAP) 
and  the  software  maintenance  program  as  well  as  discounts  on  large 
premium  support  programs. 

Network  licensing  is  based  on  the  number  of  concurrent  users. 
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Sales  and 
Marketing 

After  his  first  month  as  president,  Mr  Rietveld  outlined  a plan  to 
expand  WordPerfect's  sales  overseas,  especially  in  the  Middle  East, 
Southeast  Asia  and  Eastern  Europe.  Within  three  years,  he  hopes  that 
WordPerfect's  international  sales  will  account  for  60%  of  annual 
revenue. 

As  early  as  1981,  WordPerfect  Corporation  began  international 
expansion.  The  company  is  currently  represented  by  23  WordPerfect 
offices  and  34  distributor  offices  covering  117  countries.  WordPerfect 
has  also  expanded  its  manufacturing  and  distribution  facilities 
worldwide. 

WordPerfect  Corporation  develops  products  for  the  following 
platforms:  DOS,  OS/2,  Windows,  Apple  Macintosh,  UNIX,  AS/400 
and  NeXT. 

• DOS,  the  most  extensively  supported  platform,  accounted  for  80%  of 
business  in  1993. 

• Windows,  which  sold  1.5  million  copies  in  less  than  a year,  accounted 
for  10%  of  business. 

• Apple  Macintosh  accounted  for  3%  of  business. 

• UNIX  (13  versions)  accounted  for  3%  of  business. 

• DEC  VAX  accounted  for  2%  of  business. 

Clients 

WordPerfect  has  an  installed  worldwide  user  base  of  more  than  15.5 
million. 

Competition 

WordPerfect  Corporation's  competitors  by  product  area  include  the 
following; 

• Word  processing;  Microsoft  (Word)  and  Lotus  (AmiPro) 

■ Presentation  graphics;  Microsoft  (PowerPoint),  Software  Publishing 
(Harvard  Graphics),  Micrograbt  (Charisma),  Aldus  (Persuasion)  and 
Lotus  (Freelance) 
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Office  automation: 

- PC  LAN:  Lotus  (cc:  Mail),  Microsoft  (Mail) 

- Macintosh:  QuickMail  (QuickMail) 

- Groupware:  Lotus  (Notes  and  SmartSuite)  and  Microsoft 
(Windows  for  Workgroups) 


WordPerfect  is  about  to  go  through  one  of  the  most  difficult  periods  in 
its  history.  Adrian  Rietveld  took  control  of  the  company  just  weeks 
before  it  is  expected  that  the  company  will  announce  its  first  layoff  in  its 
12-year  history.  In  addition,  a delayed  public  offering  and  rumors  of  a 
merger  with  Borland  or  Novell  followed  the  company  in  1993. 

However,  in  1993,  WordPerfect  launched  several  new  major  product 
releases  as  planned,  including  a new  Windows  word-processing 
package,  WordPerfect  6.0  for  Windows,  putting  its  products  in  a much 
more  competitive  position  in  the  market  and  moved  away  from  its  one- 
product-company  image.  Several  more  remote  computing  applications 
are  scheduled  for  1994. 

INPUT  believes  that  WordPerfect  has  also  made  a key  acquisition, 
SoftSolutions.  SoftSolutions  brings  resources  to  focus  on  and  anticipate 
key  product  trends,  such  as  the  move  of  desktop  applications  toward 
complex  document  architectures  using  object  technology. 
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COMPANY  PROFILE 


WORDPERFECT  CORPORATION 

1555  N.  Technology  Way 
Orem.  UT  84057 
(801)  225-5000 


Bruce  W.  Bastian,  Chairman  of  the  Board 
and  President  of  International  Division 
Dr,  Alan  C.  Ashton,  President 
Private  Corporation 
Total  Employees:  2,376  (12/90) 

Total  Revenue,  Fiscal  Year  End 
12/31/90:  $452,000,000 


The  Company  WordPerfect  Corporation,  founded  in  1979,  specializes  in  word 

processing  and  office  automation  software  products.  The  company 
provides  fully  integratable  packages  built  on  its  basic  WordPerfect 
word  processing  software. 

Total  1990  revenue  reached  $452  million,  a 61%  increase  over 
1989  revenue  of  $281  million.  A five-year  revenue  summary 
follows: 

WORDPERFECT  CORPORATION 
FIVE-YEAR  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

ITEM 

1990 

1989 

1988 

1987 

1986 

CAGR 

Revenue 

• Percent  increase 

$452.0 

$281.0 

$178.0 

$100.3 

$52.2 

54% 

from  previous  year 

61% 

58% 

78% 

92% 

127% 

WordPerfect  Corporation  management  attributes  the  continued 
growth  to  increasing  sales  and  feels  that  the  high  quality  of  its 
products  can  be  partly  attributed  to  direct  user  feedback  supplied 
through  the  company's  toll-free  support  line. 

• Versions  of  WordPerfect  for  the  IBM  PC  accounted  for  more 
than  80%  of  1990  revenue;  2.3  million  packages  of  the  product 
were  sold  during  the  year. 

• WordPerfect  Office  3.0  sold  more  than  375,000  packages  during 
1990. 
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• DrawPerfect  sold  nearly  100,000  units  since  its  release  in 
February  1990. 

WordPerfect  Corporation  is  organized  into  the  following  nine 

product  divisions  and  international  division: 

• The  PC  Division  provides  a set  of  office  productivity  tools  for 
IBM  and  compatible  microcomputers,  including  WordPerfect, 
WordPerfect  Office,  DrawPerfect,  PlanPerfect,  DataPerfect,  ’ 
LetterPerfect,  WordPerfect  Executive,  and  Rhymer.  This 
division  contributed  approximately  92%  to  total  revenue  in 
1990. 

• The  DEC  Products  Division  provides  versions  of  WordPerfect, 
PlanPerfect,  and  WordPerfect  Office  for  the  DEC  VAX  that 
are  similar  to  the  versions  for  microcomputers  and  Data 
General  systems,  as  well  as  WordPerfect  Integration  for  ALL- 
IN-1. Future  products  will  include  figure  libraries  for  use  with 
WordPerfect.  This  division  contributed  approximately  3%  to 
total  revenue  in  1990. 

• The  UNIX  Products  Division  markets  versions  of  WordPerfect 
and  WordPerfect  Office  for  20  types  of  UNIX.  These  products 
are  similar  and  file-compatible  to  the  versions  sold  on  other 
platforms.  Future  developments  include  figure  libraries  for 
integration  with  WordPerfect.  This  division  contributed 
approximately  3%  to  total  revenue  in  1990. 

• The  Data  General  Division  markets  WordPerfect  5.0  for  Data 
General  systems.  This  division  also  offers  products  that  support 
office  environments  where  microcomputers  and  minicomputers 
coexist,  including  WordPerfect,  WordPerfect  Office,  and 
WordPerfect  CEO  Integration,  as  well  as  specifics  to  this  sector 
sych  as  P-Edit  for  program  editing.  Future  products  include 
libraries  for  integration  with  WordPerfect. 

• The  Apple  Macintosh  Division  products  provide  many  of  the 
features  of  the  IBM  and  compatible  version  of  WordPerfect 
within  the  constraints  of  the  Macintosh  and  the  Apple  He,  lie, 
or  Ilgs.  This  division  contributed  1%  to  1990  revenue. 

• The  Amiga/ Atari  Division  has  versions  of  WordPerfect  and 
WordPerfect  Library  available  with  many  of  the  features  of  the 
microcomputer  versions. 

• The  System  370  Division  provides  mainframe  users  with 
WordPerfect  4.2  for  both  the  MVS  and  VM  operating  systems. 
WordPerfect  for  System  370  is  compatible  at  the  4.2  level  with 
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versions  of  WordPerfect  on  other  platforms.  Future 
developments  include  a PROFS  gateway,  SNADS  gateway,  and 
MEMO  gateway. 

• The  NeXT  Division  markets  WordPerfect  for  NeXT,  with 
features  similar  to  the  DOS  version  of  WordPerfect  5.0. 

• The  Windows  Division  is  developing  WordPerfect  for  Windows, 
scheduled  to  be  released  late  in  the  second  quarter  of  1991. 

The  division  has  also  begun  development  for  WordPerfect 
Office  and  DrawPerfect  for  Windows. 

• The  intent  of  WordPerfect's  International  Division  is  to  provide 
software  in  as  many  languages  as  possible  to  support 
multinational  companies.  The  international  versions  of  the 
software  contain  the  same  set  of  features  as  the  English  version. 
WordPerfect  is  currently  available  in  Danish,  Dutch,  Finnish, 
French,  German,  Icelandic,  Italian,  Norwegian,  Portugese, 
Spanish,  and  Swedish.  Development  of  Japanese  and  Russian 
versions  is  underway.  This  division  contributed  approximately 
20%  to  1990  revenue,  compared  to  15%  to  total  1989  revenue. 

The  company  has  2,376  employees,  generating  approximately 

$131,925  in  revenue  per  employee. 

WordPerfect  Corporation's  competitors  by  product  area  include 

the  following; 

• Word  processing:  Ashton-Tate  (MultiMate),  Microsoft 
(Word),  IBM  (DisplayWrite),  and  WordStar  International 
(WordStar). 

• Spreadsheets:  Lotus  Development  (Lotus  1-2-3  and 
Symphony). 
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Services 


One  hundred  percent  of  WordPerfect  Corporation's  1990  revenue 
was  derived  from  application  software  packages.  The  installed 
base  of  WordPerfect  users  is  over  six  million  worldwide,  with  3.5 
million  being  domestic  users. 

Word  Processing  Products: 

The  WordPerfect  word  processing  package  includes  features  such 
as  a spell-checker  and  thesaurus  of  over  115,000  words  each; 
automatic  footnoting,  endnoting,  outlining,  pagination,  and 
formatting;  text  columns;  mail-merge;  sort;  and  search/replace. 
Basic  text  format  functions  include  on-screen  bolding,  underlining, 
centering,  indenting,  flush  right,  and  tab  alignment  Additional 
features  of  WordPerfect  5.0  include  integrated  text  and  graphics, 
styles,  and  mbced  fonts. 

• The  WordPerfect  word  processing  package  is  available  for 
MS/pOS,  Amiga,  Apple  Macintosh,  Apple  Ile/IIc  and  Ilgs, 
Atari  ST,  OS/2,  NeXT,  Poqet,  UNIX,  VAX,  Data  General,  and 
IBM  370  systems. 

• WordPerfect  5.0  and  5.1  for  IBM  and  compatible 
microcomputers  (MS/DOS  version)  can  be  installed  as  a 
network. 

• WordPerfect  is  also  available  in  18  foreign  languages. 

LetterPerfect,  introduced  in  July  1990,  is  an  entry-level  word 
processor  that  runs  on  the  IBM  PC,  XT,  AT,  PS/2,  and 
compatibles  and  retails  for  $229. 

WordPerfect  Rhymer:  A Phonetic  Word  Finder,  introduced  in 
June  1990,  is  targeted  to  educators,  language  teachers,  writers, 
editors,  linguists,  and  anyone  interested  in  the  sound  of  words. 

The  product,  selling  for  $79,  requires  34K  of  free  memory,  and 
DOS  2.0  or  higher. 

Office  Automation  Products: 

WordPerfect  Executive  is  a collection  of  programs  designed  to 
integrate  other  WordPerfect  Corporation  programs  and  facilitate 
the  sharing  of  data  and  switching  of  programs.  Functions  include 
word  processing,  spreadsheet,  appointment  calendar,  calculator, 
note  cards,  and  a phone  directory.  WordPerfect  Executive  runs  on 
the  IBM  PC,  XT,  AT,  PS/2,  and  compatibles;  Poqet  PC;  and  a full 
line  of  laptop  computers. 
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WordPerfect  Office  3.0  is  a family  of  products  that  supports  office 
automation. 

• WordPerfect  Office  runs  on  IBM  PC,  XT,  AT,  and  PS/2 
systems. 

• WordPerfect  Office  includes  three  components: 

- Office  PC  includes  calculator,  calendar,  notebook,  file 
manager,  and  editor  features. 

- Office  LAN  includes  the  same  functions  as  Office  PC  plus 
electronic  mail  and  scheduling  capabilities. 

- WordPerfect  Connections  are  a number  of  software  products 
that  include  server  software  to  handle  multiple  Office  hosts 
and  gateways  to  other  mail  systems. 

Spreadsheet  Products: 

PlanPerfect  is  the  enhanced  version  of  the  original  MathPlan 
spreadsheet  program.  PlanPerfect  offers  tools  for  creating, 
editing,  and  manipulating  formulas  throughout  the  spreadsheet. 
Graphs  use  regular  text  characters  and  may  be  transferred  into 
WordPerfect  documents. 

• PlanPerfect  runs  on  the  IBM  PC,  XT,  and  AT,  the  Victor  9000, 
and  Data  General  One.  MathPlan  is  also  available  for  the  Data 
General  microcomputer. 

• PlanPerfect  can  be  installed  as  a network. 

Data  Base  Products: 

DataPerfect  is  the  enhanced  version  of  the  original  SSIDATA,  a 
menu-driven  data  base  program  for  storing,  organizing  and 
reviewing  information. 

• DataPerfect  has  a large  data  capacity,  a powerful  formula 
processor,  and  is  compatible  with  other  WordPerfect  products. 

• The  package  runs  on  the  IBM  PC,  XT,  AT,  PS/2  and  close 
compatibles.  DataPerfect  can  also  run  on  a network. 

Supported  networks  include  3Com  3 + , 3Com  EtherSeries, 
AST-PCnet,  AT&T  Starlan,  Fox  lONet,  IBM  PC  Network,  and 
others. 
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Industry  Markets 


Geographic 

Markets 


Graphics  Products: 

DrawPerfect,  introduced  in  February  1990,  is  a presentation 
graphics  package.  The  product,  which  requires  384K  of  free 
memory  and  two  high-density  disk  drives,  will  run  as  a standalone 
or  network  server  package.  DrawPerfect  retails  for  $495  and 
additional  network  station  packages  retail  for  $295. 


WordPerfect  Corporation  derives  its  revenue  from  across  all 
industry  sectors.  For  1990,  revenue  was  derived  approximately  as 
follows: 


Government 

15% 

Large  accounts 

7% 

Education 

7% 

Distributors  and  dealers 

55% 

OEMs 

1% 

Computer  retail  chains 

15% 

100% 

Approximately  70%  of  1990  revenue  was  derived  from  the  U.S., 
17%  from  Europe,  9%  Canada,  and  the  remaining  4%  from  other 
international  sources. 

WordPerfect  Corporation  has  42  offices  and/or  distributors 
representing  82  countries  worldwide. 

• International  WordPerfect  offices  are  located  in  Australia, 
Belgium,  Brazil,  Chile,  Denmark,  France,  Germany,  Italy, 
Japan,  the  Netherlands,  Norway,  Spain,  Sweden,  Switzerland, 
and  the  U.K. 
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WORDPERFECT  CORPORATION  Bruce  W.  Bastian,  Chairman  of  the  Board 
1555  N.  Technology  Way  and  President  of  International  Division 

Orem,  LIT  84057  Dr.  Alan  C.  Ashton,  President 

(801)225-5000  Private  Corporation 

Total  Employees:  2,130 
Total  Revenue,  Fiscal  Year  End 
12/31/89:  $281,000,000 


The  Company  WordPerfect  Corporation,  founded  in  1979,  specializes  in  word 

processing  and  office  automation  software  products.  The  company 
provides  fully  integratable  packages  built  on  its  basic  WordPerfect 
word  processing  software. 

Total  1989  revenue  reached  $281  million,  a 58%  increase  over 
1988  revenue  of  $178  million.  A five-year  revenue  summary 
follows: 

WORDPERFECT  CORPORATION 
FIVE-YEAR  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

ITEM 

1989 

1988 

1987 

1986 

1985 

CAGR 

Revenue 

• Percent  increase 

$281.0 

$178.0 

$100.3 

$52.2 

$23.0 

87% 

from  previous  year 

58% 

78% 

92% 

127% 

156% 

WordPerfect  Corporation  management  attributes  the  continued 
growth  to  increasing  sales  and  feels  that  the  high  quality  of  its 
products  can  be  partly  attributed  to  direct  user  feedback  supplied 
through  the  company's  toll-free  support  line. 

WordPerfect  Corporation  management  anticipates  1990  revenue 
will  reach  $400  million,  an  increase  of  42%  over  1989  revenue. 
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WordPerfect  Corporation  is  organized  into  six  divisions  as  follows: 

• The  PC  Division  provides  a set  of  office  productivity  tools  for 
IBM  and  compatible  microcomputers,  including  WordPerfect, 
WordPerfect  Office  PC,  WordPerfect  Office  LAN,  PlanPerfect, 
DataPerfect,  and  WordPerfect  Executive.  This  division 
contributed  approximately  78%  to  total  revenue  in  1989. 

• The  Apple  Division  offers  products  provide  many  of  the 
features  of  the  IBM  and  compatible  version  of  WordPerfect 
within  the  constraints  of  the  Apple  He,  lie,  Apple  Ilgs,  and  the 
Macintosh.  This  division  contributed  3%  to  1989  revenue. 

• The  Amiga  Division  has  recently  released  WordPerfect  and 
WordPerfect  Library  for  the  Amiga  with  many  of  the  features 
of  the  microcomputer  version.  This  division  contributed  less 
than  1%  to  1989  revenue. 

• The  Data  General  Division  markets  the  original  version  of 
WordPerfect  designed  for  Data  General  systems.  This  division 
also  offers  products  that  support  office  environment  where 
microcomputers  and  minicomputers  coexist,  including 
WordPerfect,  WordPerfect  Executive,  and  WordPerfect  Office, 
as  well  as  specifics  to  this  sector  such  as  P-Edit  for  program 
editing.  This  division  contributed  less  than  1%  to  1989  revenue. 

• The  VAX  Division  provides  versions  of  WordPerfect  and 
WordPerfect  Office  for  the  DEC  VAX  that  are  similar  to  the 
versions  for  microcomputers  and  Data  General  systems.  Future 
products  will  include  WordPerfect  Executive,  PlanPerfect,  and 
P-Edit.  The  VAX  Division  contributed  approximately  3%  to 
1989  revenue. 

• The  International  Division  supports  the  company's  intent  to 
provide  software  in  as  many  languages  as  possible  to  support 
multinational  companies.  The  foreign  versions  of  the  software 
contain  the  same  set  of  features  as  the  English  version. 
Languages  represented  include  Danish,  Dutch,  French, 

German,  Norwegian,  Spanish,  and  Swedish.  Development  of 
Japanese  and  Cyrillic/Russian  versions  is  underway. 
WordPerfect  Executive  versions  are  available  in  many  of  the 
same  languages  and  PlanPerfect  will  be  released  soon.  This 
division  contributed  approximately  15%  to  total  1989  revenue. 
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The  company  has  approximately  2,130  employees,  segmented  as 
follows: 


Employee  Category 

Number 

Percent 

Revenue 
Per  Person 

Marketing  and  sales 

383 

18% 

Customer  support 

703 

33% 

Research  and  development 

639 

30% 

General  and  administrative 

405 

19% 

TOTAL 

2,130 

100% 

$131,925 

WordPerfect  Corporation's  competitors  by  product  area  include 
the  following: 

• Word  processing:  Ashton-Tate  (MultiMate),  Microsoft 
(Word),  IBM  (DisplayWrite),  and  Wordstar  International 
(Wordstar). 

• Spreadsheets:  Lx)tus  Development  (Lotus  1-2-3  and 
Symphony). 


Key  Products  and  One  hundred  percent  of  WordPerfect  Corporation's  1989  revenue 
Services  was  derived  from  application  software  packages.  The  installed 

base  of  WordPerfect  users  is  over  5 million  worldwide,  with  3.5 
million  being  domestic  users. 

The  WordPerfect  word  processing  package  includes  features  such 
as  a spell-checker  and  thesaurus  of  over  115,000  words  each; 
automatic  footnoting,  endnoting,  outlining,  pagination,  and 
formatting;  text  columns;  mail-merge;  sort;  and  search/replace. 
Basic  text  format  functions  include  on-screen  bolding,  underlining, 
centering,  indenting,  flush  right,  and  tab  alignment.  Additional 
features  of  WordPerfect  5.0  include  integrated  text  and  graphics, 
styles,  and  mixed  fonts. 

• The  WordPerfect  word  processing  package  is  available  for 
MS/DOS,  Amiga,  Apple  Macintosh,  Apple  Ile/IIc  and  IIGs, 
Atari  ST,  OS/2,  UNIX,  VAX,  Data  General,  and  IBM  370 
systems. 

• WordPerfect  5.0  and  5.1  for  IBM  and  compatible 
microcomputers  (MS/DOS  version)  can  be  installed  as  a 
network. 
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Industry  Markets 


• WordPerfect  is  also  available  in  16  foreign  languages. 

Personal  WordPerfect  is  designed  for  personal  word  processing 
needs  and  has  many  of  the  features  of  the  WordPerfect  package 
with  the  thesaurus  and  spell-checker. 

PlanPerfect  is  the  enhanced  version  of  the  original  MathPlan 
spreadsheet  program.  PlanPerfect  offers  tools  for  creating, 
editing,  and  manipulating  formulas  throughout  the  spreadsheet. 
Graphs  use  regular  text  characters  and  may  be  transferred  into 
WordPerfect  documents. 

• PlanPerfect  runs  on  the  ffiM  PC,  XT,  and  AT,  the  Victor  9000, 
and  Data  General  One.  MathPlan  is  also  available  for  the  Data 
General  microcomputer. 

• PlanPerfect  can  be  installed  as  a network. 

DataPerfect  is  the  enhanced  version  of  the  original  SSIDATA,  a 
menu-driven  data  base  program  for  storing,  organizing  and 
reviewing  information. 

• DataPerfect  has  a large  data  capacity,  a powerful  formula 
processor,  and  is  compatible  with  other  WordPerfect  products. 

• The  package  runs  on  the  IBM  PC,  XT,  AT,  PS/2  and  close 
compatibles,  DataPerfect  can  also  run  on  a network. 

Supported  networks  include  3Com  3 +,  3Com  EtherSeries, 
AST-PCnet,  AT&T  Starlan,  Fox  lONet,  IBM  PC  Network,  and 
others. 

WordPerfect  Executive  is  a collection  of  programs  designed  to 
integrate  other  WordPerfect  Corporation  programs  and  facilitate 
the  sharing  of  data  and  switching  of  programs.  Features  include  a 
calculator,  file  manager,  program  editor,  calendar,  notebook  and 
macro  editor.  WordPerfect  Executive  runs  on  the  IBM  PC,  XT, 
and  AT  with  a hard  disk  or  two  disk  drives. 

WordPerfect  Office,  designed  for  Data  General  AOS/ VS  systems, 
addresses  the  office  automation  requirements  of  the  Data  General 
environment.  Features  include  mail,  calendar,  and  a meeting 
scheduler. 


WordPerfect  Corporation  derived  its  1989  revenue  from  across  all 
industry  sectors. 
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Geographic 

Markets 


The  company  sells  direct  to  large  end-user  corporations  and 
educational  institutions,  and  through  distributors  and  dealers, 
original  equipment  manufacturers  (OEMs),  and  computer  retail 
chains. 


Approximately  75%  of  1989  revenue  was  derived  from  the  U.S., 
15%  from  Europe,  5%  Canada,  and  the  remaining  5%  from  other 
international  sources. 

WordPerfect  Corporation  has  marketing  representatives  and 
distributors  in  22  countries  worldwide. 
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COMPANY  PROFILE 


WORDPERFECT  CORPORATION 

1555  N.  Technology  Way 
Orem,  Utah  84057 
(801)  227-4020 


Bruce  W.  Bastian,  Chairman  and  President 
of  International  Division 
Dr.  Alan  C.  Ashton,  President  of  U.S. 
Operations  and  CEO 
Private  Corporation 
Total  Employees:  860 
Total  Revenue,  Fiscal  Year  End 
12/31/87:  $100,300,000 


The  Company  WordPerfect  Corporation,  founded  in  1979  as  Satellite  Software 

International,  specializes  in  word  processing  and  office  automation 
software  products.  The  company  name  was  changed  in  April  1986 
to  better  identify  with  its  well  known  word  processing  package, 
WordPerfect. 

The  company  provides  fully  integratable  packages  built  on  its  basic 
WordPerfect  word  processing  software. 

Total  1987  revenue  reached  $100.3  million,  a 92%  increase  over 
1986  revenue  of  $52.2  million.  A five-year  revenue  summary 
follows: 

WORDPERFECT  CORPORATION 
FIVE-YEAR  REVENUE  SUMMARY 
($  thousands) 


FISCAL  YEAR 

ITEM 

1987 

1986 

1985 

1984 

1983 

Revenue 

• Percent  increase 

$100,300 

$52,200 

$23,000 

$9,000 

$3,000 

from  previous  year 

92% 

127% 

156% 

200% 

N/A 

WordPerfect  Corporation  management  attributes  1987  revenue 
growth  to  increases  in  sales  volume.  In  1986,  10%  of  the  increase 
in  revenue  was  attributed  to  new  products  and  90%  to  increases  in 
sales  volume. 

WordPerfect  Corporation  management  anticipates  1988  revenue 
will  reach  $180  million,  an  increase  of  nearly  80%  over  1987 
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revenue. 

• The  growth  is  expected  due  to  the  addition  of  new  products  this 
year,  and  as  well  as  an  increase  in  sales  volume. 

In  early  1988,  WordPerfect  Corporation  announced  several 

marketing  and  teaming  agreements  that  affect  WordPerfect 

products. 

• WordPerfect  Corporation  and  Hewlett-Packard  will  co-market 
WordPerfect  5.0  and  the  HP  LaserJet  printer  through  direct 
mailings  to  the  customers  of  both  companies,  consolidated 
promotional  literature  for  computer  distributors  and  dealers, 
and  demonstrations  of  the  products  working  together. 

• WordPerfect  Corporation,  in  conjunction  with  Marketing 
Graphics  Inc.  (MGI),  will  ship  the  MGI  WordPerfect  graphic 
sampler  with  each  WordPerfect  5.0  package.  The  complete 
MGI  Publisher's  PicturePak  for  WordPerfect  library  is  available 
from  MGI. 

• In  a co-marketing  agreement  with  Bitstream  Inc.,  WordPerfect 
5.0  users  will  be  offered  the  Bitstream  Fontware  Installation  Kit 
for  WordPerfect  and  nine  Bitstream  fonts  at  no  charge.  The 
Installation  Kit  will  run  under  PC/DOS  or  MS/DOS  and 
requires  an  IBM  PC/AT  or  compatible.  Additional  Fontware 
Typeface  packages  retail  for  $195. 

WordPerfect  Corporation  is  organized  into  six  divisions  as  follows: 

• The  PC  Division  provides  a set  of  office  productivity  tools  for 
IBM  and  compatible  microcomputers,  including  WordPerfect, 
WordPerfect  Office,  PlanPerfect,  DataPerfect,  and 
WordPerfect  Library.  This  division  contributed  approximately 
74%  to  total  revenue  in  1987. 

• The  Apple  Division  offers  products  that  provide  that  many  of 
the  features  of  the  IBM  and  compatible  version  of  WordPerfect 
within  the  constraints  of  the  Apple  He,  lie,  Apple  Ilgs,  and  the 
Macintosh.  This  division  contributed  slightly  over  1%  to  1987 
revenue. 
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• The  Amiga  Division  has  recently  released  WordPerfect  and 
WordPerfect  Library  for  the  Amiga  with  many  of  the  features 
of  the  microcomputer  version.  Plans  are  underway  to  release 
PlanPerfect  for  the  Amiga.  This  division  contributed  slightly 
more  than  1%  to  revenue  in  1987. 

• The  Data  General  Division  markets  the  original  version  of 
WordPerfect,  before  the  microcomputer  market  expansion. 

This  division  offers  products  that  support  office  environment 
where  microcomputers  and  minicomputers  coexist,  including 
WordPerfect,  WordPerfect  Library,  and  WordPerfect  Office,  as 
well  as  specifics  to  this  sector  such  as  P-Edit  for  program 
editing.  This  division  contributed  approximately  1.5%  to  1987 
revenue. 

• The  VAX  Division  provides  versions  of  WordPerfect  and 
WordPerfect  Office  for  the  DEC  VAX  that  are  similar  to  the 
versions  for  microcomputers  and  Data  General  systems.  Future 
products  will  include  WordPerfect  Library,  PlanPerfect,  and  P- 
Edit.  The  VAX  Division  contributed  approximately  2%  to  1987 
revenue. 

• The  International  Division  supports  the  company's  intent  to 
provide  software  in  as  many  languages  as  possible  to  support 
multinational  companies.  The  foreign  versions  of  the  software 
contain  the  same  set  of  features  as  the  English  version. 
Languages  represented  include  Danish,  Dutch,  French, 

German,  Norwegian,  Spanish,  and  Swedish.  WordPerfect 
Library  versions  are  available  in  many  of  the  same  languages 
and  PlanPerfect  will  be  released  soon.  This  division 
contributed  approximately  20%  to  total  1987  revenue. 

The  company  has  approximately  860  employees,  segmented  as 

follows: 


Marketing/sales 

160 

Customer  support 

350 

Research  and  development 

250 

Computer  operations 

50 

Finance/administration 

50 

860 
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Key  Products  and 
Services 


WordPerfect's  competitors,  by  product  area,  include  the  following: 

• Word  processing:  Ashton-Tate  (MultiMate),  Microsoft 
(Word),  IBM  (DisplayWrite),  and  MicroPro  (Wordstar), 

• Spreadsheets:  Lotus  Development  (Lotus  1-2-3  and 
Symphony). 


One  hundred  percent  of  WordPerfect  Corporation's  1987  revenue 

was  derived  from  application  software  packages.  The  installed 

base  of  WordPerfect  users  is  over  1.5  million  world-wide,  with  1.0 

million  being  domestic  users. 

• Office  systems  products  make  up  95%  of  the  cross-industry 
software  produced  by  WordPerfect.  The  other  5%  is  cross- 
industry planning/analysis/spreadsheet  software  that  was 
developed  to  compliment  the  word  processing  software  line. 

• Approximately  89%  of  the  software  is  produced  for  use  on 
workstations  and  microcomputers,  10%  for  minicomputer  use, 
and  1%  for  mainframes. 

WordPerfect  Corporation  currently  offers  the  following  products: 

• The  WordPerfect  word  processing  package  includes  features 
such  as  a speller  and  thesaurus  of  115,000  words  each; 
automatic  footnoting,  endnoting,  outlining,  pagination,  and 
formatting;  text  columns;  mail-merge;  sort;  and  search/replace. 
Basic  text  format  functions  include  on-screen  bolding, 
underlining,  centering,  identing,  flush  right,  and  tab  alignment. 
Additional  features  of  WordPerfect  5.0  include  integrated  text 
and  graphics,  styles,  and  mixed  fonts. 

• The  MS/DOS  version  of  WordPerfect  retails  for  $495.  The 
Apple  He  and  lie  versions  retail  for  $179.  The  software  is  also 
available  for  Data  General,  Macintosh,  VAX,  Atari,  and 
Amiga. 

• WordPerfect  5.0  for  IBM  and  compatible  microcomputers 
(MS/DOS  version)  can  be  installed  as  a network.  Pricing  for 
the  initial  network  set-up  and  license  to  use  on  one  station  is 
$695.  Each  additional  network  station,  which  includes  one 
license,  manual,  and  template,  is  priced  at  $150. 

• WordPerfect  is  also  available  in  13  foreign  languages.  The 
retail  price  of  the  foreign  versions  is  $545  for  WordPerfect  4.2 
and  $595  for  WordPerfect  5.0. 
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Personal  WordPerfect  is  designed  for  personal  word  processing 
needs  and  has  many  of  the  features  of  the  WordPerfect  package 
with  the  thesaurus  and  speller.  The  retail  price  for  Personal 
WordPerfect  is  $195. 

PlanPerfect  is  the  enhanced  version  of  the  original  MathPlan 
spreadsheet  program.  PlanPerfect  offers  tools  for  creating, 
editing,  and  manipulating  formulas  throughout  the  spreadsheet. 
Graphs  use  regular  text  characters  and  may  be  transferred  into 
WordPerfect  documents. 

• PlanPerfect  runs  on  the  IBM  PC,  XT,  and  AT,  the  Victor  9000, 
and  Data  General  One  and  retails  for  $390.  MathPlan  is  also 
available  for  the  Data  General  microcomputer  and  is  priced 
according  to  the  configuration. 

• PlanPerfect  can  be  installed  as  a network.  Pricing  for  the  initial 
set-up  and  license  for  one  station  is  $495.  Each  additional 
network  station  is  priced  at  $150. 

DataPerfect  is  the  enhanced  version  of  the  original  SSIDATA,  a 
menu-driven  data  base  program  for  storing,  organizing,  and 
reviewing  information. 

• DataPerfect  has  a large  data  capacity,  a powerful  formula 
processor,  and  is  compatible  with  other  WordPerfect  products. 

• The  package  runs  on  the  IBM  PC,  XT,  AT,  Personal  System/2 
and  close  compatibles.  The  program  retails  for  $595. 

• DataPerfect  can  also  run  on  a network.  Supported  networks 
include  3Com  3 + , 3Com  EtherSeries,  AST-PCnet,  AT&T 
Starlan,  Fox  lONet,  IBM  PC  Network,  and  others.  The  network 
version  retails  for  $595  for  the  initial  copy/file  server  and  $495 
for  five  subsequent  network  stations. 

WordPerfect  Library  is  a collection  of  programs  designed  to 
integrate  other  WordPerfect  Corporation  programs  and  facilitate 
the  sharing  of  data  and  switching  of  programs. 
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• WordPerfect  Library  features  include: 

- The  shell,  a program  manager  that  allows  the  user  to  design 
a menu  of  application  programs  tp  be  accessed  with  a single 
keystroke. 

- A five-function  calculator. 

- A file  manager  for  the  directories  on  the  hard  disk. 

- A program  editor  for  editing  ASCII,  batch,  and  program 
files. 

- A calendar  with  appointment  alarms,  "to  do"  lists,  and 
memos. 

- A notebook  for  organizing  information  in  an  index  card 
format. 

- A macro  editor  for  creating  and  editing  macros. 

• WordPerfect  Library  runs  on  the  IBM  PC,  XT,  and  AT  with  a 
hard  disk  or  two  disk  drives.  The  retail  price  is  $129. 

WordPerfect  Office,  designed  for  Data  General  AOS/ VS 
computers,  addresses  the  office  automation  requirements  of  the 
Data  General  environment.  Features  include: 

• A shell  menu  to  allow  movement  between  Mail,  Calendar, 
Scheduler,  WordPerfect,  and  PlanPerfect. 

• A mail  program  to  facilitate  communication  with  other  users  on 
the  system. 

• A calendar  function  with  "to  do"  lists,  daily  memo  area,  daily 
appointment  scheduling,  and  an  alarm. 

• The  Scheduler  determines  a common  meeting  time  between 
individuals  on  the  system  and  then  sends  the  schedule  request 
to  post  the  meeting  to  their  individual  appointment  calendars. 


Page  6 of  7 


Copyright  1988  by  INPUT.  Reproduction  Prohibited. 


August  1 988 


WORDPERFECT  CORPORATION 


INPUT 


Industry  Markets 

WordPerfect  Corporation  derived  its  1987  revenue  from  across  all 
industry  sectors. 

The  company  sells  to  large  end-user  corporations  and  educational 
institutions,  and  through  distributors  and  dealers,  original 
equipment  manufacturers  (OEMs),  and  computer  retail  chains. 

Geographic 

Markets 

Approximately  11%  of  1987  revenue  was  from  the  U.S.,  6%  from 
Canada,  14%  from  Europe,  and  the  remaining  3%  from  other 
international  sources. 

WordPerfect  Corporation  has  marketing  representatives  and 
distributors  in  22  countries  worldwide. 

Computer 

Hardware 

WordPerfect  Corporation  has  Data  General  and  DEC 
minicomputers  and  various  IBM,  Atari,  Amiga,  Apple,  and 
Macintosh  microcomputers  installed  at  its  headquarters. 
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WORDPERFECT  CORPORATION 
288  West  Center  Street 
Orem,  UT  84057 
(801)  227-4020 


Bruce  Bastion,  Chairman  and  President 
of  International  Division 
Alan  Ashton,  President  of  U.S. 

Operations 
Private  Corporation 
Total  Employees:  245 
Total  Revenue,  Fiscal  Year  End 


12/31/85:  $23,000,000 


THE  COMPANY 

• WordPerfect  Corporation,  founded  in  1979  as  Satellite  Software  International, 
provides  application  software  products  to  all  industries.  The  company  name 
was  changed  in  April  1986  in  order  to  better  identify  with  its  well  known  word 
processing  package,  WordPerfect. 

• WordPerfect  has  a subsidiary,  Utah  Soft  Copy,  which  provides  non-computer 
services-related  packaging  and  shipping  of  software. 

• WordPerfect's  1985  revenue  reached  $23  million,  a 147%  increase  over  1984 
revenue  of  $9.3  million.  The  company  expects  1986  revenue  will  reach  $45 
million. 

• As  of  December  1985,  WordPerfect  had  245  employees:  Currently,  there  are 
290  employees. 

• Major  competitors  include  IBM,  Microsoft,  MicroPro,  and  Ashton-Tate. 

KEY  PRODUCTS  AND  SERVICES 

• One  hundred  percent  of  1985  revenue  was  derived  from  application  software 
packages. 

WordPerfect,  the  company's  primary  product,  accounted  for  approxi- 
mately 95%  of  1985  revenue. 

• WordPerfect  currently  offers  the  following  products: 

WordPerfect  is  a word  processing  package  that  includes  features  such 
as  a speller  and  thesaurus  of  1 15,000  words  each;  automatic  footnoting, 
endnoting,  outlining,  pagination,  and  formatting;  text  columns,  mail- 
merge,  sort,  and  search/replace  features.  Basic  text  format  functions 
include  on-screen  bolding,  underlining,  centering,  indenting,  flush  right, 
and  tab  alignment. 
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. The  MS/DOS  version  of  WordPerfect  retails  for  $495.  The  Apple 
lie  and  lie  version  retails  for  $179.  The  system  is  also  available 
for  Data  General  systems.  Features  and  pricing  vary  according 
to  operating  system. 

WordPerfect  can  be  installed  as  a network.  Pricing  for  the 
initial  network  set-up  and  license  to  use  on  one  station  is  $695. 
Each  additional  network  station  which  includes  one  license, 
manual,  and  template  is  priced  at  $150. 

. WordPerfect  is  also  available  in  10  foreign  languages.  The  retail 
price  of  the  foreign  versions  is  $545. 

Student  WordPerfect  is  a word  processing  package  tailored  especially 
for  student  needs  and  a student  budget.  The  package  includes  the 
thesaurus,  the  I 15,000  word  speller,  footnotes,  endnotes,  and  automatic 
outlining. 

. Student  WordPerfect  is  marketed  through  campus  bookstores  for 
$75. 

MathPlan,  a spreadsheet  program,  offers  tools  for  use  in  creating, 
editing,  and  manipulating  formulas  throughout  the  worksheet.  Graphs 
use  regular  text  characters  and  may  be  transferred  into  WordPerfect 
documents. 

. Linking,  a feature  within  MathPlan,  allows  the  creation  of 
permanent  or  temporary  links  between  worksheets. 

MathPlan  runs  on  IBM  PC,  XT,  and  AT,  Victor  9000,  and  Data 
General  One.  This  version  retails  for  $195.  MathPlan  is  avail- 
able for  the  Data  General  microcomputer  and  is  priced  from 
$300  to  $2,000  depending  on  the  configuration. 

. MathPlan  can  be  installed  as  a network.  Pricing  for  the  initial 
network  set-up  and  license  to  use  on  one  station  is  $300.  Each 
additional  network  station  is  priced  at  $150. 


SSIDATA  is  a menu  driven  data  base  tool  for  storing,  organization,  and 
reviewing  information. 

SSIDATA  runs  on  the  IBM  PC,  XT,  AT,  jr.,  and  3270  PCs.  The 
program  retails  for  $195. 

WordPerfect  Library  is  a collection  of  programs  designed  to  integrate 
other  WordPerfect  Corporation  programs  and  facilitate  sharing  of  data 
and  switching  of  programs. 
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. WordPerfect  Library  includes  the  following  features: 

The  shell,  a program  manager  which  allows  the  user  to 
design  a menu  of  application  programs  and  run  programs 
with  a single  keystroke. 

A five  function  calculator. 

A file  manager  for  the  directories  on  the  hard  disk. 

A program  editor  for  editing  ASCII,  batch,  and  program 
files. 

A calendar  with  appointment  alarms,  to  do  lists,  and 
memos. 

A notebook  for  organizing  information  in  an  index  card 
format. 

A macro  editor  for  creating  and  editing  macros. 

. WordPerfect  Library  runs  on  the  IBM  PC,  XT,  and  AT  with  a 
hard  disk  or  two  disk  drives.  The  retail  price  is  $129. 

INDUSTRY  MARKETS 

• WordPerfect  derived  1985  revenue  from  across  all  industry  sectors.  Approxi- 
mately 20%  was  derived  from  end-user  sales  to  corporations,  15%  to  educa- 
tional institutions,  and  the  remaining  65%  from  alternate  distribution 
channels. 

• WordPerfect  sells  to  large  end-user  corporations  and  educational  institutions, 
and  through  distributors  and  dealers,  original  equipment  manufacturers 
(OEMs),  and  computer  retail  chains  to  reach  its  other  customers. 

GEOGRAPHIC  MARKETS 

• Ninety  percent  of  1985  revenue  was  derived  from  the  U.S.,  5%  from  Canada, 
and  the  remaining  5%  from  other  foreign  markets  including  Europe,  Australia, 
and  New  Zealand. 

• WordPerfect  has  marketing  representatives  and  distributors  located  world- 
wide. 

COMPUTER  HARDWARE 

• WordPerfect  has  a Data  General  minicomputer,  a DEC  minicomputer,  and 
various  IBM  PCs,  XTs,  and  ATs  installed  at  its  headquarters  location. 
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COMPANY  PROFILE 


WORDSTAR  INTERNATIONAL 
INCORPORATED 

201  Alameda  del  Prado 
Novato,  CA  94949 
(415)  382-8000 


Ronald  S.  Posner,  Chairman, 

President,  and  CEO 
Public  Corporation,  NASDAQ 
Total  Employees:  280  (Full-Time,  6/91) 
Total  Revenue,  Fiscal  Year  End 
6/30/91:  $35,606,000 


The  Company  WordStar  International  Incorporated,  founded  in  1978  as  MicroPro 

International,  develops,  markets,  and  supports  the  WordStar^ 
family  of  word  processing  software  products  for  microcomputers. 
During  1989,  the  company  changed  its  name  to  WordStar  in  order 
to  maximize  its  products'  brand  recognition. 

• In  March  1991,  WordStar  expanded  its  product  line  with  the 
acquisition  of  Lifetree  Software,  Inc.  for  nearly  $2  million  in  cash 
and  stock.  Lifetree,  marketer  of  writing  enhancement  software 
for  microcomputers,  now  operates  as  WordStar’s  Writing  Tools 
Group. 

• During  1991,  WordStar  changed  its  fiscal  year  end  from  August 
31  to  June  30,  adjusting  the  company’s  fiscal  quarters  to  match 
calendar  quarters,  which  is  more  normal  in  the  software  industry. 

• In  September  1991,  WordStar  released  WordStar  for  Windows, 
which  incorporates  technology  licensed  from  NBI  in  early  1991. 

• In  March  1992,  WordStar  and  Delrina  Corporation  of  Ontario 
(Canada)  announced  their  intent  to  merge.  The  pooling-of- 
interests  transaction  is  expected  to  be  completed  over  the  next 
few  months.  Delrina,  with  sales  of  $7.7  million  (Canadian)  for 
the  six  months  ending  December  1991,  markets  forms  software 
and  software  for  sending/receiving  faxes  directly  from  within  any 
Windows  application. 

The  company’s  strategy  is  to  build  on  WordStar’s  strong  brand  name 
and  large  installed  base  through  worldwide  distribution  channels 
with  new  management,  aggressive  upgrades  of  existing  products, 
new  technologies,  and  new  marketing  programs,  while  returning  the 
company  to  profitability. 


April  1992 


Copyright  1992  by  INPUT.  Reproduction  Prohibited. 


Page  1 of  6 


WORDSTAR  INTERNATIONAL  INCORPORATED 


INPUT 


Revenue  for  the  twelve  months  ending  June  30,  1991  was  $35.6 
million,  a 5%  decrease  from  $37.4  million  for  the  twelve  months 
ending  August  31,  1990.  Net  losses  of  $7.5  million  for  fiscal  1991 
include  charges  of  $914,000  for  reorganization  costs  and  $1.9 
million  for  costs  for  purchased  software  and  development 
associated  with  the  Lifetree  acquisition.  A five-year  financial 
summary  follows: 


WORDSTAR  INTERNATIONAL  INCORPORATED 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  millions,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

6/91 

8/90 

8/89 

8/88 

8/87 

Revenue 

• Percent  change 

$35.6 

$37.4 

$43.2 

$42.5 

$41.3 

from  previous  year 

(5%) 

(13%) 

2% 

3% 

8% 

Income  (loss)  before 
taxes  (a) 

$(6.8) 

$(3.5) 

$(1.6) 

$(3.5) 

$4.0 

• Percent  change 

(b) 

(c) 

from  previous  year 

(94%) 

(119%) 

54% 

(188%) 

256% 

Net  income  (loss) 

• Percent  change 

$(7.5) 

$(4.6) 

$(3.0) 

$(5.1) 

$2.9 

from  previous  year 

(63%) 

(53%) 

41% 

(276%) 

336% 

Earnings  (loss)  per  share 
• Percent  change 

$(0.54) 

$(0.33) 

$(0.22) 

$(0.38) 

$0.22 

from  previous  year 

(64%) 

(50%) 

42% 

(273%) 

320% 

* Percent  change  exceeds  1,000%. 


(a)  Includes  reorganization  costs  of  $9 14, 000,  $1.3  million,  $4 70, 000,  and  $237, 000  for  fiscal  199 1 
1990,  1989,  and  1988,  respectively. 

(b)  Includes  $1.9  million  in  charges  associated  with  the  acquisition  of  Lifetree. 

(c)  Includes  a $1.1  million  write-off  of  an  investment  in  a Macintosh  product  acquired  from 
Challenger  Software  in  1987. 


Fiscal  1991  results  were  attributed  to  the  following: 

• North  American  sales  decreased  22%  primarily  due  to  the 
market's  perception  that  WordStar  represents  old  technology, 
resulting  in  a loss  of  market  share.  The  company  has  launched 
an  aggressive  advertising  and  marketing  campaign  to  educate 
end  users  as  to  WordStar's  features,  product  enhancements,  and 
new  products.  Other  factors  are  increased  competition  for  shelf 
space  and  the  growing  popularity  of  Windows.  In  response  to 
these  factors,  WordStar  has  made  a strategic  move  to  diversify  its 
product  line  by  introducing  WordStar  for  Windows  and  acquiring 
the  Lifetree  product  line. 
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• These  declines  were  partially  offset  by  increased  international 
sales.  In  Europe,  sales  increased  10%,  or  about  $1.4  million, 
reflecting  expansion  geographically  (a  new  subsidiary  was  started 
in  France)  and  the  release  of  WordStar  6.0  in  three  European 
languages.  Sales  in  the  Pacific  Rim,  where  new  subsidiaries  were 
opened  in  Hong  Kong,  Malaysia,  Singapore,  and  Australia, 
increased  13%,  or  about  $1  million. 

• WordStar's  operating  expenses  were  approximately  $33.0  million 
in  fiscal  1991,  compared  to  $31.5  million  in  fiscal  1990  and  $34 
million  in  fiscal  1989.  Fiscal  1991  expenses  include  $1.9  million 
in  charges  associated  with  the  acquisition  of  Lifetree. 

• Research  and  development  expenses  were  $5.0  million  (14%  of 
revenue)  in  fiscal  1991,  $5.3  million  (14%  of  revenue)  in  fiscal 
1990,  and  $5.3  million  (12%  of  revenue)  in  fiscal  1989. 

Revenue  for  the  six  months  ending  December  1991  were  $21.6 
million,  compared  to  $16.6  million  for  the  same  period  in  1990.  Net 
losses  were  $3.2  million,  compared  to  net  losses  of  $1.9  million  for 
the  same  period  a year  ago. 

As  of  June  1991,  WordStar  had  280  full-time  employees.  The 
company  currently  has  216  employees. 

WordStar's  primary  competitors  include  WordPerfect  and 
Microsoft.  Other  competitors  include  Ashton-Tate  (Borland),  IBM, 
Lotus,  Symantec,  and  Software  Publishing. 


One  hundred  percent  of  WordStar's  fiscal  1991  revenue  was  derived 
from  the  company's  various  microcomputer  software  products  and 
associated  support  services. 

• WordStar  shipped  approximately  956,000  units  of  its  software 
products  in  fiscal  1991,  compared  to  769,000  units  in  fiscal  1990 
and  515,000  units  in  fiscal  1989. 

Word  Processing  Products: 

WordStar  Release  6.0,  introduced  in  March  1990,  is  the  current 
version  of  the  original  WordStar,  which  was  introduced  in  1979. 

• WordStar  6.0  features  include  scalable  font  support  for  a range 
of  printers,  advanced  page  preview,  pull-down  menus,  style 
sheets,  laser  printer  support,  advanced  footnoting,  a calculator, 
Lotus  1-2-3  support,  dBase  support,  macros,  TelMerge 
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telecommunications,  MailMerge,  graphics  editor,  file  converter, 
spell  checker,  thesauri  and  hyphenation. 

• WordStar  is  available  in  10  languages,  including  all  of  the  major 
European  languages. 

• Approximately  216,000  units  of  WordStar  6.0  were  shipped  in  the 
U.S.  and  the  U.K.  through  June  1991. 

• A CP/M  version  of  WordStar  (WordStar  CP/M  Edition,  Release 
4)  is  also  available. 

WordStar  2000  Release  3.5,  released  in  February  1990,  combines  a 
word  processing  core  program  with  companion  products  tailored  to 
the  needs  of  users  in  specific  markets. 

WordStar  for  Windows  delivers  high-end  text  editing  capabilities 
that  include  page  layout,  graphics,  table  generation,  and  advanced 
connectivity  tools,  such  as  client  and  service  DDE,  DOS  file 
referencing,  and  LAN  support.  The  product  incorporates 
technology  licensed  from  NBI  (Legacy  Windows). 

Writing  Tools  Group: 

Correct  Grammar  is  a grammar  and  style  checking  software 
application.  MS-DOS,  Macintosh,  and  Windows  versions  are 
available. 

The  American  Heritage  Dictionary  is  an  electronic  dictionary  and 
thesaurus.  Exclusive  retail  distribution  and  marketing  rights  to  the 
product  were  acquired  from  Houghton  Mifflin  in  June  1991.  The 
American  Heritage  Dictionary  is  available  for  MS-DOS  and 
Macintosh  platforms. 

Lexica  is  a multilingual  translating  thesaurus  and  dictionary  to  help 
business  people  communicate  effectively  in  more  than  one 
language.  It  is  available  on  MS-DOS  platforms  in  English,  German, 
Continental  French,  Dutch,  and  Spanish. 

Stedman's  25  is  an  electronic  medical  spelling  dictionary  for  health 
care  professionals,  available  on  MS-DOS  and  Macintosh  platforms. 
Exclusive  retail  distribution  and  marketing  rights  to  the  product 
were  acquired  in  August  1991  from  Wilkins  & Williams. 

In  December  1991,  WordStar  acquired  all  rights  worldwide  to  The 
American  English  Writing  Guide,  The  American  Handbook  of 
Business  Letters,  and  The  Instant  Library  of  Quotations  from  Nova 
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Development  Corporation.  WordStar  now  offers  the  following 
three  tools  for  MS-DOS  and  Macintosh  platforms: 

• Correct  Writing  is  an  on-line  reference  tool  that  offers  guidelines 
for  proper  style,  punctuation,  and  writing  techniques  by  accessing 
The  American  English  Writing  Guide. 

• Correct  Letters  provides  users  with  hundreds  of  ready-made 
business  letters  by  accessing  The  American  Handbook  of 
Business  Letters. 


• Correct  Quotes  provides  users  with  more  than  5,000  quotations 
for  different  occasions  by  accessing  The  Instant  Library  of 
Quotations. 

WordStar  also  licenses  several  complementary  word  processing 
software  products  for  resale  directly  to  the  company's  installed  user 
base.  Products  include  laser  printer  fonts,  and  legal,  medical, 
financial,  and  foreign  dictionaries. 

WordStar  provides  a range  of  support  services  to  dealers, 
distributors,  corporations,  and  end  users  through  WordStar's 
Technical  Support  Center  in  Bloomington  (IN). 

• Free  telephone  support  for  the  life  of  WordStar's  products  is 
provided  through  the  Center,  in  addition  to  pay-for-service 
support  for  out-of-warranty  products. 

• Dealers  and  distributors  receive  toll-free  technical  support. 

The  Technical  Advising  Group,  based  in  Novato  (CA),  provides 
additional  support  for  customers  and  for  WordStar  staff  to  resolve 
issues  escalated  from  the  Technical  Support  Center,  WordStar 
subsidiaries,  and  international  distributors.  This  group  maintains 
the  WordStar  Forum  on  the  CompuServe  electronic  bulletin  board 
network. 


Industry  Markets  WordStar's  products  are  used  by  microcomputer  users  for  business 

and  personal  applications. 

The  company's  products  are  marketed  worldwide  through  a direct 
sales  force  to  end  users,  dealers,  and  distributors  and  through 
contracts  with  OEMs. 
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INPUT  estimates  that  approximately  37%  of  WordStar's  fiscal  1991 
revenue  was  derived  from  the  U.S.  and  63%  from  international 
sources. 


A three-year  geographic  summary  of  source  of  revenue,  as  provided 
by  WordStar,  follows: 


WORDSTAR  INTERNATIONAL  INCORPORATED 
THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

6/91 

8/90 

8/89 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

North  America 

$13.8 

39% 

$17.7 

48% 

$23.8 

55% 

Europe 

“ U.K. 

10.2 

29% 

9.4 

25% 

10.1 

23% 

- Germany 

3.2 

9% 

2.3 

6% 

2.5 

6% 

- Other 

1.6 

4% 

2.0 

5% 

1.2 

3% 

Pacific  Rim 

- Japan 

3.1 

9% 

3.2 

8% 

3.5 

8% 

- Asia/Australia 

2.8 

8% 

2.1 

6% 

1.7 

4% 

- Other 

0.9 

2% 

0.7 

2% 

0.4 

1% 

TOTAL 

$35.6 

100% 

$37.4 

100% 

$43.2 

100% 

WordStar  has  subsidiaries  in  France,  Germany,  Ireland,  the  U.K., 
Australia,  Malaysia,  Hong  Kong,  Singapore,  and  Japan. 

• The  subsidiaries  in  Japan,  Ireland,  and  Singapore  coordinate 
manufacturing  and  distribution  facilities  for  their  respective 
regions.  The  Japanese  subsidiary  also  provides  research  and 
development  support.  During  1991,  WordStar  closed  the 
research  and  development  efforts  in  its  Irish  subsidiary. 

• In  Europe  the  company's  business  is  oriented  to  both  distributors 
and  OEMs,  whereas  in  Japan  OEM  sales  have  been  a significant 
factor.  The  Japanese  subsidiary  also  performs  special 
development  projects  for  major  OEMs. 

WordStar  has  distributors  in  those  countries  where  it  has 
subsidiaries,  and  in  Italy,  Denmark,  Finland,  Hungary,  Spain, 
Portugal,  Yugoslavia,  Brazil,  Paraguay,  Uruguay,  Chile,  Argentina, 
Venezuela,  Mexico,  and  Columbia. 
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WORDSTAR  INTERNATIONAL 
INCORPORATED 

201  Alameda  del  Prado 
Novato,  CA  94949 
(415)  382-8000 


Ronald  S.  Posner,  Chairman, 

President,  and  CEO 

Public  Corporation,  NASDAQ 

Total  Employees:  243  (Full-Time,  8/90) 

Total  Revenue,  Fiscal  Year  End 

8/31/90:  $37,379,000 


The  Company  WordStar  International  Incorporated  develops,  markets,  and 

supports  the  WordStar^  family  of  word  processing  software 
products  for  microcomputers.  The  company's  products  are 
marketed  worldwide  through  a direct  sales  force  to  dealers  and 
distributors  and  through  contracts  with  OEMs.  Product  updates 
are  marketed  directly  to  the  company's  installed  user  base  and 
through  selected  exclusive  distributors. 

The  company  was  founded  in  1978  as  MicroPro  International 
Corporation.  In  May  1989,  MicroPro  changed  its  corporate  name 
to  WordStar  International  Incorporated  in  order  to  maximize  its 
products'  brand  recognition  around  the  world. 

During  the  second  and  fourth  quarters  of  fiscal  1990,  WordStar 
reorganized  to  reduce  costs  and  streamline  operations. 

• The  company  reduced  its  domestic  workforce  by  approximately 
16%  during  the  year,  and  also  began  making  changes  in  several 
key  executive  management  positions. 

• These  changes  resulted  in  approximately  $1.3  million  of 
reorganization  costs,  primarily  for  severance  and  outplacement. 

Current  WordStar  management  intends  to  concentrate  on  keeping 
the  company's  product  line  competitive,  moving  into  new  areas 
and  platforms,  and  acquiring  complementary  software  products. 
The  company  plans  to  introduce  new  marketing  programs,  build 
on  its  worldwide  distribution  strengths,  and  reduce  expenses  and 
return  to  profitability. 

In  January  1991,  WordStar  announced  that  it  had  entered  the 
Windows  word  processing  arena.  Its  first  product,  WordStar 
Legacy,  is  scheduled  for  availability  in  March  1991. 
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• Through  a license  agreement  with  NBI,  Inc.,  WordStar  has 
acquired  rights  to  the  Legacy  source  code,  which  is  being 
incorporated  into  WordStar's  current  Windows  product 
development. 

• In  addition,  WordStar  now  has  exclusive  OEM  rights  to  market 
and  distribute  the  current  English  language  versions  of  NBI's 
Legacy  under  the  new  name  "WordStar  Legacy." 

Fiscal  1990  revenue  was  $37.4  million,  a 13%  decrease  from  fiscal 
1989  revenue  of  $43.2  million.  Net  losses  were  $4.6  million, 
compared  to  net  losses  of  $3.0  million  for  fiscal  1989.  A five-year 
financial  summary  follows: 

WORDSTAR  INTERNATIONAL  INCORPORATED 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  millions,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

8/90 

8/89 

8/88 

8/87 

8/86 

Revenue 

• Percent  change 

$37.4 

$43.2 

$42.5 

$41.3 

$38.2 

from  previous  year 

(13%) 

2% 

3% 

8% 

(10%) 

Income  (loss)  before 
taxes  (a) 

$(3.5) 

$(1.6) 

$(3.5) 

$4.0 

•“  Percent  change 

(b) 

from  previous  year 

(119%) 

54% 

(188%) 

256% 

★ 

• Gross  margin 

- 

- 

- 

10% 

— 

Net  income  (loss) 

• Percent  change 

$(4.6) 

$(3.0) 

$(5.1) 

$2.9 

$(1.2) 

from  previous  year 

(53%) 

41% 

(276%) 

336% 

•k 

• Net  margin 

- 

“ 

- 

7% 

— 

Earnings  (loss)  per  share 
• Percent  change 

$(0.33) 

$(0.22) 

$(0.38) 

$0.22 

$(0,10) 

from  previous  year 

(50%) 

42% 

(273%) 

320%  1 

(600%) 

* Percent  change  exceeds  1,000%.  ^ 

(a)  Includes  reorganization  costs  of  $1.3  million,  $470,000,  and  $237,000  for  fiscal  1990  1989  and 
1988,  respectively. 


(b)  Includes  a $1.1  million  write-off  of  an  investment  in  a Macintosh  product  acquired  from 
Challenger  Software  in  1987. 
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Fiscal  1990  results  were  attributed  to  the  following: 

• In  the  U.S.  retail  distribution  channel,  revenue  declined  25% 
while  unit  sales  decreased  50%. 

• U.S.  revenue  and  unit  sales  of  updates  decreased  20%,  or  $1.2 
million. 


• A decrease  in  corporate  and  OEM  unit  sales  in  the  U.K. 
contributed  to  a 7%  decrease  in  revenue  in  that  country 
compared  to  fiscal  1989. 

• Partially  offsetting  revenue  decreases  was  an  increase  in 
revenue  and  unit  sales  in  Continental  Europe,  Asia/Australia, 
and  Latin  America. 

• WordStar's  operating  expenses  were  approximately  $31.5 
million  in  fiscal  1990,  compared  to  $34  million  in  fiscal  1989, 
and  $35.1  million  in  fiscal  1988. 

• Research  and  development  expenses  were  $5.3  million  (14%  of 
revenue)  in  fiscal  1990,  $5.3  million  (12%  of  revenue)  in  fiscal 
1989,  and  $5.1  million  (12%  of  revenue)  in  fiscal  1988. 

Revenue  for  the  three  months  ending  November  30,  1990  was  $7.4 
million,  compared  to  $8.4  million  for  the  same  period  in  1989.  Net 
losses  were  $1.5  million  (including  $400,000  in  reorganization 
costs),  compared  to  net  losses  of  $2.8  million  for  the  same  period  a 
year  ago. 


As  of  August  1990,  WordStar  had  243  full-time  employees.  The 
company  currently  has  over  260  employees. 

WordStar's  primary  competitors  include  Ashton-Tate,  IBM,  Lotus 
Development  Corporation,  Microsoft  Corporation,  WordPerfect, 
and  Software  Publishing  Corporation. 


Key  Products  and  One  hundred  percent  of  WordStar's  fiscal  1990  revenue  was 
Services  derived  from  the  company's  various  word  processing  software 

products  and  associated  support  services. 

• Approximately  769,000  units  of  its  products  were  shipped  in 
fiscal  1990,  compared  to  515,000  units  shipped  in  fiscal  1989. 

• WordStar's  current  installed  base  includes  more  than  3.5 
million  users  worldwide. 
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WordStar  Release  6.0,  introduced  in  March  1990,  is  the  current 
version  of  the  original  WordStar,  which  was  introduced  in  1979. 

• WordStar  6.0  offers  support  for  advanced  scalable-font  printers, 
and  includes  many  desktop  publishing  features-such  as  font 
selection  on  the  fly,  kerning,  text  and  graphics  integration, 
multiple  columns,  style  sheets  for  automated  formating. 
Advanced  Page  Preview,  and  special  effects  included  within 
documents. 

• WordStar  is  available  in  14  foreign  languages,  including  all  of 
the  major  European  languages. 

• WordStar  6.0  retails  for  $495. 

• A CP/M  version  of  WordStar  (WordStar  CP/M  Edition, 
Release  4)  is  available  for  $89. 

WordStar  2000  Release  3.5,  released  in  February  1990,  offers 
graphics  and  advanced  printing  capabilities  to  create  documents 
that  combine  high-quality  text  with  charts  and  images.  The 
product  retails  for  $495. 

Easy  Extra  Release  1.5  was  developed  for  users  with  entry-level 
and  occasional  word  processing  requirements.  The  product  is  an 
all-in-one  word  processing/mail  merge  system  that  creates 
customized  mailings  and  manages  mailing  lists  automatically.  The 
product  retails  for  $129. 

WordStar  Legacy,  scheduled  for  release  in  March  1991,  is  a high- 
end  word  processing  package  with  extensive  layout  features  and 
graphics  tools. 

• WordStar  Legacy  offers  full  Dynamic  Data  Exchange,  full  data 
import  and  export,  and  25  predesigned  templates. 

• The  product  requires  Microsoft  Windows  3.0  and  MS-DOS  3.2 
or  higher;  an  IBM  AT  or  compatible  or  IBM  PS/2;  640K  of 
RAM;  a hard  disk;  EGA  or  other  Windows-compatible  device; 
and  a Windows-compatible  mouse. 

• The  suggest  retail  price  is  $495;  and  WordStar  offers  free, 
unlimited  technical  support  for  the  life  of  the  product. 


WordStar  also  licenses  several  complementary  word  processing 
software  products  for  resale  directly  to  the  company's  installed 
user  base.  Products  include  a grammar  checker;  and  legal. 
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Industry  Markets 


Geographic 

Markets 


medical,  financial,  and  foreign  dictionaries  from  Houghton-Mifflin 
and  Microlytics. 

WordStar  provides  a range  of  support  services  to  dealers, 
distributors,  corporations,  and  end  users  through  WordStar's 
Customer  Service  Call  Center  in  Bloomington  (IN). 

• Basic  telephone  support  is  provided  to  end  users  for  the  life  of 
the  product  (until  next  release)  plus  sixty  days. 

• Corporations  and  out-of-warranty  end  users  may  elect  to 
purchase  one  of  several  pay-for-service  support  options  in 
single-  and  multiple-call  plans.  Annual  support  contracts  are 
also  available. 

• Dealers  and  distributors  receive  toll-free  technical  support. 

• Additional  technical  support  is  available  through  participation 
in  the  WordStar  Forum  on  the  CompuServe  network. 
Membership  of  this  forum  exceeded  6,000  at  August  31,  1990, 
reflecting  a 50%  increase  in  membership  from  the  previous 
year. 

• Technical  support  for  products  sold  outside  the  U.S.  and 
Canada  is  provided  by  WordStar  subsidiaries  and  international 
distributors. 


WordStar's  products  are  used  by  microcomputer  users  for  business 
and  personal  applications. 

The  company's  products  are  marketed  worldwide  through  a direct 
sales  force  to  dealers  and  distributors  and  through  contracts  with 
OEMs.  Product  updates  are  marketed  directly  to  the  company's 
installed  user  base  and  through  selected  exclusive  distributors. 

• Direct  sales  of  update  products  and  certain  standalone  products 
accounted  for  approximately  13%,  14%,  and  21%  of  total 
revenue  for  fiscal  1990,  1989,  and  1988,  respectively. 


Approximately  46%  of  WordStar's  fiscal  1990  revenue  was  derived 
from  the  U.S.  and  54%  from  international  sources. 

A three-year  geographic  summary  of  source  of  revenue: 
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WORDSTAR  INTERNATIONAL  INCORPORATED 
THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 


8/90 

8/89 

8/88 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

North  America 

- U.S. 

- Canada 

$17.1 

0.6 

46% 

2% 

$23.1 

0.7 

54% 

1% 

$25.0 

0.7 

59% 

2% 

Europe 

- U.K. 

9.4 

25% 

10.1 

23% 

8.0 

19% 

- Germany 

2.3 

6% 

2.5 

6% 

2.5 

6% 

- Other 

2.0 

5% 

1.2 

3% 

0.7 

2% 

Pacific  Rim 

- Japan 

3.2 

8% 

3.5 

8% 

3 2 

7% 

- Asia/Australia 

2.1 

6% 

1.7 

4% 

2.2 

5% 

- Other 

0.7 

2% 

0.4 

1% 

0.2 

TOTAL 

$37.4 

100% 

$43.2 

100% 

$42.5 

100% 

WordStar  has  subsidiaries  in  Germany,  Ireland,  the  U.K., 

Malaysia,  Hong  Kong,  Singapore,  and  Japan. 

• WordStar  also  has  exclusive  distributor  arrangements  in 
Denmark,  Finland,  Italy,  Hungary,  Sweden,  Greece,  Turkey, 
Yugoslavia,  Spain,  Portugal,  Brazil,  Paraguay,  Uruguay,  Chile, 
Argentina,  Bolivia,  Venezuela,  and  Colombia. 

• The  subsidiary  in  Japan  provides  research  and  development 
support,  and  manufacturing  and  distribution  facilities.  The 
subsidiary  in  Ireland  provides  manufacturing  and  distribution 
support. 

• The  structure  of  the  international  market  varies  from  country  to 
county.  Generally,  retail  stores  are  not  as  well  established  and 
there  is  greater  reliance  on  distributors. 

• In  Europe  the  company's  business  is  oriented  to  both 
distributors  and  OEMs,  whereas  in  Japan  OEM  sales  have  been 
a significant  factor.  The  Japanese  subsidiary  also  performs 
special  development  projects  for  major  OEMs,  which  accounted 
for  approximately  3%,  6%,  and  7%  of  the  subsidiary's  revenues 
in  fiscal  1990,  1989,  and  1988,  respectively. 
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COMPANY  PROFILE 


WORDSTAR  INTERNATIONAL 
INCORPORATED 

201  Alameda  del  Prado 
Novato,  CA  94949 
(415)  382-8000 


Gari  M.  Grimm,  President  and  CEO 
Public  Corporation,  NASDAQ 
Total  Employees:  290  (Full-Time) 
Total  Revenue,  Fiscal  Year  End 
8/31/89:  $43,157,000 


The  Company  WordStar  International  Incorporated  develops,  markets,  and 

supports  the  WordStar^  family  of  word  processing  software 
products  for  microcomputers. 

The  company  was  founded  in  1978  as  MicroPro  International 
Corporation.  In  May  1989,  MicroPro  changed  its  corporate  name 
to  WordStar  International  Incorporated  in  order  to  maximize  its 
products’  brand  recognition  around  the  world. 
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WORDSTAR  INTERNATIONAL  INCORPORATED 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  millions,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

8/89 

8/88 

8/87 

8/86 

8/85 

Revenue 

• Percent  increase 

$43.2 

$42.5 

$41.3 

$38.2 

$42.6 

(decrease)  from 
previous  year 

2% 

3% 

8% 

(10%) 

(36%) 

Income  (loss)  before  taxes 
• Percent  increase 

$(1.6) 

(a) 

$(3.5) 

$4.0 

$(2.5) 

(decrease)  from 

previous  year 

53% 

(188%) 

256% 

★ 

(100%) 

• Gross  margin 

-- 

- 

10% 

-- 

— 

Net  income  (loss) 

• Percent  increase 

$(3.0) 

$(5.1) 

$2.9 

$(1.2) 

$0.2 

(decrease)  from 
previous  year 

41% 

(276%) 

336% 

* 

(96%) 

• Net  margin 

- 

-- 

7% 

- 

— 

Earnings  (loss)  per  share 
• Percent  increase 

$(0.22) 

$(0.38) 

$0.22 

$(0.10) 

$0.02 

(decrease)  from 
previous  year 

42%  1 

(273%) 

320% 

(600%) 

(96%) 

* Percent  change  exceeds  1,000%. 

(a)  Includes  a $1.1  million  write-off  of  an  investment  in  a Macintosh  product  acquired  from 
Challenger  Software  in  1987. 


During  fiscal  1989,  retail  sales  in  the  U.S.  increased  20%,  update 
sales  declined  by  35%,  and  international  sales  increased  15%. 

• Update  revenue  declined  because  of  there  being  only  one 
major  product  update  release  in  fiscal  1989,  compared  with  two 
product  update  releases  in  fiscal  1988. 

• International  revenue  increased  primarily  due  to  higher  sales  in 
the  U.K. 

During  the  first  quarter  of  fiscal  1989  and  second  quarter  of  fiscal 
1988,  WordStar  reorganized  to  reduce  costs  and  streamline  its 
operations. 


• In  fiscal  1989,  the  company  reduced  its  domestic  workforce  by 
20%,  incurring  $470,000  primarily  for  severance  and 
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Key  Products  and 
Services 


outplacement  costs.  Such  expenses  were  approximately 
$237,000  in  fiscal  1988. 

• WordStar's  operating  expenses  were  approximately  $34  million 
in  fiscal  1989,  compared  to  $35.1  million  in  fiscal  1988. 

• Research  and  development  expenses  were  $5.3  million  (12%  of 
revenue)  in  fiscal  1989,  $5.1  million  (12%  of  revenue)  in  fiscal 
1988,  and  $5.8  million  (14%  of  revenue)  in  fiscal  1987. 

Revenue  for  the  six  months  ending  February  28,  1990  was  $17.5 
million,  a 12%  decrease  from  revenue  of  nearly  $20  million  for  the 
same  period  in  1989.  Net  losses  were  $4.2  million,  compared  to 
losses  of  $2.4  million  for  the  same  period  a year  ago. 

• U.S.  sales  declined  26%,  including  a 16%  decline  in  retail  sales, 
a 23%  decline  in  update  sales,  and  a 48%  decline  in  other 
(educational)  sales.  The  results  were  attributed  to  high 
inventories  in  the  retail  charmel  and  a general  slowdown  in  the 
industry. 

• International  sales  were  3%  higher  and  represented  56%  of 
total  revenue. 

WordStar's  primary  competitors  include  Ashton-Tate,  IBM,  Lotus 
Development  Corporation,  Microsoft  Corporation,  WordPerfect, 
and  Software  Publishing  Corporation. 


One  hundred  percent  of  WordStar's  fiscal  1989  revenue  was 
derived  from  the  company's  various  word  processing  software 
products. 

• Approximately  5 15,000  units  of  its  products  were  shipped  in 
fiscal  1989. 

WordStar  Release  6.0,  introduced  in  February  1990,  is  the  current 
version  of  the  original  WordStar,  which  was  introduced  in  1979. 

• Various  versions  of  WordStar  are  available  for  use  on  a range 
of  microcomputers  offered  by  major  manufacturers,  including 
IBM  (and  IBM-compatible  microcomputers),  Heath/Zenith, 
Hewlett-Packard,  and  Kaypro. 

• WordStar  is  available  in  14  foreign  languages,  including  all  of 
the  major  European  languages. 
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• Approximately  116,000  units  of  WordStar  Release  5.5  were 
shipped  in  the  U.S.  through  August  1989. 

• In  August  1987,  the  company  began  shipping  an  update  of 
WordStar  to  the  CP/M  market  (WordStar  CP/M  Edition, 
Release  4).  This  product  is  available  as  an  upgrade  for  $89. 

WordStar  2000  Release  3.5,  released  in  February  1990,  combines 
word  processing  with  companion  products  tailored  to  the  needs  of 
users  in  specific  markets. 

• The  Personal  Edition  includes  the  core  program  and  ShowText 
(for  creating  presentations),  Fill-a-Form  (for  filling  in 
preprinted  forms),  and  PC  Outline  (for  outlining  documents). 
Its  U.S.  suggested  retail  price  is  $495. 

• The  Legal  Edition  includes  the  core  program  and  CompareRite 
(for  comparing  documents),  CiteRite  (for  checking  legal 
citations),  Fill-a-Form,  a thesaurus,  and  a legal  dictionary.  Its 
U.S.  suggested  retail  price  is  $595. 

Easy  Plus  was  developed  for  the  first-time/infrequent  word 
processing  user. 

• The  product  was  last  updated  in  February  1990. 

WordStar  also  licenses  several  complementary  word  processing 
software  products  for  resale  directly  to  the  company's  installed 
user  base.  Products  include  the  following: 

• Grammatek  II,  a grammar  checker  from  Reference  Software, 
Inc. 

• VP  Planner,  a spreadsheet  from  Paperback  Software. 

• Graph-in-The-Box,  a business  graphics  program  from  New 
England  Software. 

• Sidekick,  a RAM  resident  utility  from  Borland  International. 

• Medical  and  financial  dictionaries  from  Houghton-Mifflin  and 
Microlytics. 

• These  add-on  products  range  in  price  from  $49  to  $129.95. 

WordStar  provides  a range  of  support  services  to  dealers, 
distributors,  corporations,  and  end  users. 
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• Direct  and  third-party  dealers  and  distributors  receive  training, 
technical  assistance,  and  support  materials  from  the  company's 
field  sales  representatives  and  field  support  personnel. 
Prioritized  toll-free  technical  support  is  provided  through 
WordStar's  headquarters. 

• End  users  receive  the  support  of  local  dealers  trained  through 
the  programs  discussed  above  as  well  as  through  toll-free 
telephone  support  through  Customer  Service  Call  Centers 
located  at  WordStar  headquarters  and  in  Bloomington  (IN). 


Industry  and  WordStar's  products  are  used  by  microcomputer  users  for  business 

Geographic  and  personal  applications. 

Markets 


Approximately  54%  of  WordStar's  fiscal  1989  revenue  was  derived 
from  the  U.S.  and  46%  was  derived  from  international  sources. 


A three-year  geographic  summary  of  source  of  revenue  by  sale 
entity  follows: 


WORDSTAR  INTERNATIONAL  INCORPORATED 
THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

8/89 

8/88 

8/87 

REVENUE 

PERCENT 

REVENUE 

PERCENT 

REVENUE 

PERCENT 

ITEM 

$ 

OF  TOTAL 

$ 

OF  TOTAL 

$ 

OF  TOTAL 

U.S. 

- Retail 

$12.4 

29% 

$10.3 

24% 

$15.2 

37% 

- Updates 

5.9 

14% 

9.1 

21% 

6.0 

15% 

- Other 

4.7 

11% 

5.5 

13% 

6.3 

15% 

TOTAL  U.S. 

$23.0 

54% 

$24.9 

58% 

$27.5 

67% 

International 

- U.K. 

$10.1 

23% 

$8.0 

19% 

$5.4 

13% 

- Japan 

3.5 

8% 

3.2 

8% 

2.9 

7% 

- Germany 

2.5 

6% 

2.5 

6% 

2.5 

6% 

- Other 

4.1 

9% 

3.8 

9% 

3.0 

7% 

TOTAL  INTERNATIONAL 

$20.2 

46% 

$17.5 

42% 

$13.8 

33% 
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WordStar  has  sales  offices  located  in  Dallas,  Chicago,  Atlanta 
(GA),  Burlington  (MA),  Chicago  (IL),  Newport  Beach  and  San 
Francisco  (CA),  Secaucus  (NJ),  and  Washington,  D.C. 

WordStar  has  subsidiaries  in  West  Germany,  Ireland,  the  U.K., 
Singapore,  and  Japan. 

• WordStar  also  has  exclusive  distributor  arrangements  in 
Denmark,  Finland,  Italy,  France,  Hungary,  Spain,  Portugal, 
Brazil,  Paraguay,  Uruguay,  Chile,  Argentina,  Bolivia, 
Venezuela,  Colombia,  Singapore,  Hong  Kong,  and  Australia. 

• The  subsidiaries  in  Ireland  and  Japan  provide  research  and 
development  support  and  manufacturing  and  distribution 
facilities. 


• The  structure  of  the  international  market  varies  from  country  to 
countty.  Generally,  retail  stores  are  not  as  well  established  and 
there  is  greater  reliance  on  distributors. 

• In  Europe  the  company's  business  is  oriented  to  both 
distributors  and  OEMs,  while  in  Japan  OEM  sales  have  been  a 
significant  factor.  The  Japanese  subsidiary  also  performs 
special  development  projects  for  major  OEMs. 


WordStar  uses  a variety  of  microcomputers  for  product 
development. 
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Worldwide  Chain 
Store  Systems  (WCSS,  Inc.) 


President  & CEO:  Owen  Shea 

8501  IBM  Drive 

Building  104 

Charlotte,  NC  28262 

Phone:  (704)  595-6700 

Fax:  (704)  595-6789 


Worldwide 
Chain  Store 
Systems 


An 

IBM  Company 


Status:  Subsidiary 

Parent:  IBM  Corporation 

Employees:  200 

Revenue:  $ 40,000,000* 

Fiscal  Year  End:  12/31/95 

* INPUT  estimate 

Key  Points 

• Worldwide  Chain  Store  Systems  (WCSS, 

Inc.)  provides  premier  supply  chain 
management  software  and  services  solutions 
to  clients  worldwide. 


• In  April  1993,  WCSS  acquired  the  AS400/DS 
solution  from  IBM,  along  with  professional 
staff  from  Info  Systems  of  Charlotte  (NC). 
This  acquisition  builds  on  WCSS’  core 
competence  in  logistics  and  enables  the 
company  to  expand  its  expertise  into 
broader  market  segments. 

Company  Description 

WCSS,  headquartered  in  Charlotte  (NC),  is  a 
wholly  owned  subsidiary  of  IBM.  The 
company  provides  warehouse  automation 
systems  and  integrated  supply  chain 
management  software  solutions  to  apparel. 
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automotive  aftermarket,  consumer  electronics, 
drug,  food  services,  grocery,  hardlines,  health 
and  beauty  care,  liquor  and  general 
merchandise  manufacturers,  wholesalers  and 
retailers. 

• The  company’s  suite  of  Supply  Chain 
Management  software,  now  called 
SCManager  and  SCExecutive,  includes 
Purchasing,  Store  Order  Management, 

Labor  Management  and  Warehouse 
Management  with  a radio  frequency 
interface. 

• In  addition,  WCSS  offers  the  DCDirector,  a 
real-time  warehouse  control  system  that 
directs  all  goods  through  the  warehouse 
operation. 

• WCSS  also  offers  a range  of  logistics  and 
application  consulting  and  professional 
services,  including  business  process 
reegineering,  project  management,  software 
modification  and  installation. 

WCSS  was  founded  by  Charles  Fitzmorris  in 
1970  to  provide  supply  chain  management  to 
the  grocery  industry. 

• The  company  reorganized  and  incorporated 
in  1989  and  was  partially  acquired  by  IBM. 

• WCSS,  Inc.  became  a wholly  owned  IBM 
company  in  November  1992. 

• In  April  1993,  WCSS  acquired  the  AS400/DS 
solution  from  IBM,  along  with  professional 
staff  from  Info  Systems  of  North  Carohna. 

Company  Strategy 

The  focus  of  WCSS  has  been  and  will  continue 
to  be  to  provide  significant  new  business 
functions  that  allow  chents  to  manage  their 
supply  chain  operations  more  effectively. 


WCSS  remains  committed  to  continuing  to 
offer  SCExecutive  in  the  IBM  ES/9000  DB2 
environment  and  SCManager  on  the  IBM 
AS/400  platform.  WCSS  also  offers  its 
solutions  on  selected  UNIX  platforms, 
specifically  AIX  (the  IBM  RS/6000)  and  HP- 
UX  (HP  9000). 

WCSS’  longer  term  development  direction 
calls  for  the  continued  use  of  object-oriented 
programming  technology. 

• New  languages,  system  structures  and 
selected  relational  databases  will  allow 
WCSS  to  provide  more  timely  and  flexible 
supply  chain  solutions  for  its  clients. 

• The  first  step  in  this  direction  is  the 
DCDirector,  a system  designed  in  an  object- 
oriented  architecture,  generated  with 
SYNON  s CASE  technology.  This  system  is 
available  on  the  HP  9000,  IBM  AS/400  and 
RS/6000  platforms. 

Through  these  efforts,  WCSS  anticipates  that 
chents  will  experience  greater  flexibility  and 
increased  maintenance  productivity,  the 
abihty  to  communicate  across  multiple 
distributed  systems,  high  modularity  of  the 
software,  better  graphical  user  interfaces,  and 
chent/server  support. 

Financials 

As  a whoUy  owned  subsidiary  of  IBM,  WCSS’ 
financial  reporting  is  consolidated  in  IBM’s 
figures. 

INPUT  estimates  that  WCSS’  1995  revenue 
was  approximately  $40  milhon,  up  15%  to  20% 
over  1994. 

Market  Financials 

WCSS  revenue  is  derived  primarily  from 
manufacturers,  and  retail  and  wholesale 
distributors  of  the  following  goods:  apparel, 
automotive  aftermarket,  bakery,  consumer 
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electronics,  drug,  grocery,  hardgoods,  health 
and  beauty  care,  liquor  and  general 
merchandise. 

Geographic  Markets 

Approximately  70%  of  revenue  is  from  the 
U.S.  and  30%  from  international  markets. 

WCSS  maintains  operations  throughout  the 
world,  with  offices  in  Chicago  (IL),  Charlotte 
(NC),  Atlanta  (GA),  Cape  Town  (South  Africa), 
Paris,  Manchester  and  Reading  (England). 

Key  Products  and  Services 

Software  Products 

DCDirector  is  a warehouse  and  distribution 
center  management  system  that  provides  real- 
time control  of  the  warehouse  by  tracking 
merchandise  at  every  point  within  the 
warehouse  and  efficiently  directing  the 
distribution  center  work  flow. 

• By  using  bar-code  technology  and  radio 
frequency  terminals,  merchandise  can 
accurately  be  identified  and  tracked  at  any 
moment. 

• In  addition  to  improving  internal 
distribution  center  operations,  DCDirector 
interfaces  to  a company’s  host  to  ensure  that 
the  latest  data  is  available  for  operations  at 
the  host  site  or  within  the  distribution 
center. 

WCSS’  SCExecutive  and  SCManager  consist 
of  the  following  modules; 

• Purchasing  Management  is  an  integrated 
set  of  tools  that  allow  buyers  and 
management  to  control  the  purchasing 
function  and  increase  productivity.  The 
system  is  designed  to  allow  an  organization 
to  operate  with  the  least  amount  of 
inventory,  while  maintaining  management- 
mandated  service  level  goals.  The  system 


helps  the  buyer  determine  when  to  place  an 
order  and  how  much  to  order.  In  addition  to 
its  forecasting  and  order  determination 
functions,  the  Purchasing  module  allows 
buyers  to  evaluate  vendor  deals  and 
promotions.  An  investment  buy  function 
allows  the  buyer  to  control  the  buyout  of 
merchandise  near  the  end  of  a deal  period  or 
preceding  a cost  increase. 

• The  Store  Order  Management  System 

provides  the  ability  to  receive  and  process 
store  orders,  review  and  refine  the  daily 
picking  and  transportation  plans,  release 
orders  for  bilhng,  generate  letdowns  to  refill 
pick  locations,  invoice  the  orders,  and 
debit/credit  the  stores’  invoices. 

• The  Labor  Management  System  provides 
management  of  warehouse  labor.  Standard 
times  for  each  work  type  are  used  to 
measure  individual  employee  performance. 
Detailed  performance  information  is 
accumulated  in  real  time  as  employees 
perform  work  assignments.  The  system  also 
supports  management  with  detailed 
information  on  performance  and 
productivity  for  direct  or  indirect  labor. 

• The  Warehouse  Management  System 

provides  flexible  control  over  the 
merchandise  in  the  warehouse,  while 
simultaneously  balancing  forklift  travel 
distances  against  cube  utilization.  The 
system  tracks  merchandise  through  the 
warehouse  through  interactive  screens, 
labels  and  reports.  The  system  also  controls 
the  way  merchandise  is  received  and  stored 
in  the  warehouse,  updates  inventory,  helps 
to  manage  multiple  warehouses,  and  assists 
in  scheduling  inventory  control  for  cychcal 
accounts. 

• The  Radio  Linked  Warehouse  Control 
System  (RLWCS)  is  a PC-based  application 
that  directs  the  operation  of  forkhfts  via 
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radio  frequency  terminals.  The  forkhft 
operators  scan  pallet  labels  as  they  perform 
the  forkhft  task,  assuring  accuracy.  After 
each  task  is  complete,  the  system 
dynamically  assigns  the  next  task.  The 
system  uses  pallet  move  instructions 
generated  by  the  WCSS  Warehouse 
Management  and  Store  Order  Management 
systems.  When  used  with  the  WCSS  Labor 
Management  System,  RLWCS  displays  the 
engineered  standard  time  as  it  directs  the 
operator  to  perform  a task. 

WCSS  currently  has  more  than  100  software 
and  services  chents. 

Consulting  Services 

WCSS’  newest  service — the  Systems 
Utilization  Review — ^allows  customers  to 
increase  their  productivity  return  on  installed 
WCSS  software.  The  System  Utilization 
Review  examines  how  a company  is  currently 
using  WCSS  Supply  Chain  Management 
software. 

Simulation  Modeling  is  a chent  service  offered 
by  WCSS  consultants.  This  offering  allows  the 
customer  to  identify  a particular  process  and 
test  alternatives  in  order  to  minimize  capital 
and  software  expenditures  when 
implementing  a new  distribution  solution. 

WCSS’  Risk  Analysis  is  a consulting  service 
that  statistically  analyzes  the  business  case 
and  project  schedule  for  a customer-identified 
project,  tests  assumptions  for  a warehouse 
installation,  and  identifies  probabilities  for  the 
range  of  possible  completion  dates  and  total 
costs. 


WCSS  also  offers  a range  of  logistics  and 
application  consulting  and  professional 
services,  including  business  process 
reegineering,  project  management,  software 
modification  and  installation. 

Clients 

The  company’s  chent  base  includes  AHOLD, 
Foodtown,  McCarty  Holman,  Manor  Bakeries, 
Nintendo,  Tandy  Corporation,  UniChem, 
Vanity  Fair,  Verbatim,  WestPoint  Stevens  and 
Williams-Sonoma. 

Marketing  and  Sales 

WCSS  markets  its  products  through  a direct 
sales  force  and  through  strategic  alliances 
with  other  business  partners. 

Alliances 

In  September  1994,  WCSS  and  Hewlett- 
Packard  entered  into  a joint  development  and 
marketing  agreement  to  enable  the  extension 
of  selected  WCSS  products  to  the  HP  9000 
open  system  HP-UX  environment.  The 
appropriate  development  environment  and 
tools  are  provided  to  WCSS  in  support  of  the 
development  effort  for  WCSS’  software 
solutions  in  HP-UX. 

WCSS  also  has  relationships  with  multiple 
hardware  vendors,  including  Teklogix,  Telxon, 
LXE,  Norand,  Symbol  and  Zebra. 
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Status:  Subsidiary 

Parent:  IBM  Corporation 

Employees:  190 

Revenue:  $ 30,000,000* 

Fiscal  Year  End:  1 2/31  /93 

• INPUT  estimate 

Key  Points 

• Worldwide  Chain  Store  Systems  (WCSS,  Inc.) 
provides  premier  supply  chain  management 
software  and  services  solutions  to  clients 
worldwide. 

• In  April  1993,  WCSS  acquired  the  AS400/DS 
solution  from  IBM,  along  with  professional 
staff  from  Info  Systems  of  Charlotte  (NC). 

This  acquisition  builds  on  WCSS  core 


competence  in  logistics,  and  enables  the 
company  to  expand  its  expertise  into  broader 
market  segments. 

Company  Description 

WCSS  provides  warehouse  automation  systems 
and  integrated  supply  chain  management  software 
solutions  to  apparel,  automotive  aftermarket, 
consumer  electronics,  drug,  food  services, 
grocery,  hardlines,  health  and  beauty  care,  liquor 
and  general  merchandise  manufacturers, 
wholesalers  and  retailers. 

• The  company’s  suite  of  Supply  Chain 
Management  software  includes  Purchasing, 
Store  Order  Management,  Labor  Management 
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and  Warehouse  Management  with  a radio 
frequency  interface. 

• In  addition,  WCSS  offers  the 
AS400/Distribution  System,  a real-time 
warehouse  control  system  that  directs  all  goods 
through  the  warehouse  operation. 

• WCSS  also  offers  a range  of  logistics  and 
application  consulting  and  professional  services, 
including  business  process  reegineering,  project 
management,  software  modification  and 
installation. 

WCSS  was  founded  by  Charles  Fitzmorris  in 
1970  to  provide  supply  chain  management  to  the 
grocery  industry. 

• The  company  reorganized  and  incorporated  in 
1989  and  was  partially  acquired  by  IBM. 

• WCSS,  Inc.  became  a wholly  owned  IBM 
company  in  November  1992. 

• In  April  1993,  WCSS  acquired  the  AS400/DS 
solution  from  IBM,  along  with  professional 
staff  from  Info  Systems  of  North  Carolina. 

Company  Strategy 

The  focus  of  WCSS  has  been  and  will  continue  to 
be  to  provide  significant  new  business  functions 
that  allow  clients  to  more  effectively  manage  their 
supply  chain  operations. 

WCSS  remains  committed  to  continue  to  offer  its 
software  solutions  in  the  IBM  ES/9000  DB2 
environment  and  the  IBM  AS/400  platform. 

WCSS  will  also  offer  its  solutions  on  selected 
UNIX  platforms,  specifically  ATX  (the  IBM 
RS/6000)  and  HP-UX  (HP  9000).  Initial 
offerings  are  planned  for  early  1995. 


WCSS’  longer  term  development  direction  calls 
for  the  use  of  object  oriented  programming 
technology. 

• New  languages,  system  structures  and  selected 
relational  databases  will  allow  WCSS  to 
provide  more  timely  and  flexible  supply  chain 
solutions  for  our  clients. 

• The  first  step  in  this  direction  will  be  an  offering 
of  the  AS400/DS  system  redesigned  in  an 
object  oriented  architecture,  generated  with 
SYNON’s  CASE  technology.  This  version  of 
the  DS  solution  will  be  available  on  the  HP 
9000,  IBM  AS/400  and  RS/6000  platforms. 
Availability  of  the  first  platform  implementation 
is  targeted  for  the  end  of  1994. 

Through  these  efforts,  WCSS  anticipates  that 
clients  will  experience  greater  flexibility  and 
increased  maintenance  productivity,  the  ability  to 
communicate  across  multiple  distributed  systems, 
high  modularity  of  the  software,  graphical  user 
interface  and  client  server  support. 

Financials 

INPUT  estimates  WCSS’  1993  revenue  was 
approximately  $30  million,  a 100%  increase  over 
1992  revenue  of  $15  million. 

Approximately  5%  of  WCSS’  revenue  comes 
from  IBM. 

Market  Financials 

WCSS’  revenue  is  derived  primarily  from 
manufacturers,  retail  and  wholesale  distributors  of 
the  following  goods:  apparel,  automotive 
aftermarket,  bakery,  consumer  electronics,  drug, 
grocery,  hardgoods,  health  and  beauty  care, 
liquor  and  general  merchandise. 
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Geographic  Markets 

Approximately  70%  of  revenue  is  from  the  U.S. 
and  30%  from  international  markets. 

WCSS  operations  throughout  the  world  and  has 
ofiBces  in  Chicago  (IL),  Charlotte  (NC),  Atlanta 
(GA),  Los  Angeles  (CA),  Paris  and  Reading 
(England). 

Key  Products  and  Services 

Software  Products 

The  AS400/Distribution  System  (AS400/DS)  is  a 
warehouse  and  distribution  center  management 
system  for  AS/400  computers  that  provides  real- 
time control  of  the  warehouse  by  tracking 
merchandise  at  every  point  within  the  warehouse 
and  efficiently  directing  the  distribution  center 
work  flow. 

• By  using  bar  code  technology  and  radio 
frequency  terminals,  merchandise  can 
accurately  be  identified  and  tracked  at  any 
moment. 

• In  addition  to  improving  internal  distribution 
center  operations,  AS400/DS  interfaces  to  a 
company’s  host  to  ensure  that  the  latest  data  is 
available  for  operations  at  the  host  site  or 
within  the  distribution  center. 

WCSS’  Supply  Chain  Management  Systems 
consist  of  the  following  modules: 

• Purchasing  is  an  integrated  set  of  tools  that 
allow  buyers  and  management  to  control  the 
purchasing  function  and  increase  productivity. 
The  system  is  designed  to  allow  an  organization 
to  operate  with  the  least  amount  of  inventory, 
while  maintaining  management  mandated 
service  level  goals.  The  system  helps  the  buyer 
determine  when  to  place  an  order  and  how 
much  to  order.  It  addition  to  its  forecasting 


and  order  determination  fianctions,  the 
Purchasing  module  allows  buyers  to  evaluate 
vendor  deals  and  promotions.  An  investment 
buy  function  allows  the  buyer  to  control  the 
buyout  of  merchandise  near  the  end  of  a deal 
period  or  preceding  a cost  increase. 

• The  Store  Order  Management  System 
provides  the  ability  to  receive  and  process  store 
orders,  review  and  refine  the  daily  picking  and 
transportation  plans,  release  orders  for  billing, 
generate  letdowns  to  refill  pick  locations, 
invoice  the  orders  and  debit/credit  the  stores’ 
invoices. 

• The  Labor  Management  System  provides 
management  of  warehouse  labor.  Standard 
times  for  each  work  type  are  used  to  measure 
individual  employee  performance.  Detailed 
performance  information  is  accumulated  real- 
time as  employees  perform  work  assignments. 
The  system  also  supports  management  with 
detailed  information  on  performance  and 
productivity  for  direct  or  indirect  labor. 

• The  Warehouse  Management  System 

provides  flexible  control  over  the  merchandise 
in  the  warehouse,  while  simultaneously 
balancing  forklift  travel  distances  against  cube 
utilization.  The  system  tracks  merchandise 
through  the  warehouse  through  interactive 
screens,  labels  and  reports.  The  system  also 
controls  the  way  merchandise  is  received  and 
stored  in  the  warehouse,  updates  inventory, 
helps  to  manage  multiple  warehouses  and 
assists  in  scheduling  inventory  control  for 
cyclical  accounts. 

• The  Radio  Linked  Warehouse  Control 
System  (RLWCS)  is  a PC-based  application 
that  directs  the  operation  of  forklifts  via  radio 
frequency  terminals.  The  forklift  operators 
scan  pallet  labels  as  they  perform  the  forklift 
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task,  assuring  accuracy.  After  each  task  is 
complete,  the  system  dynamically  assigns  the 
next  task.  The  system  uses  pallet  move 
instructions  generated  by  the  WCSS 
Warehouse  Management  and  Store  Order 
Management  systems.  When  used  with  the 
WCSS  Labor  Management  System,  RLWCS 
displays  the  engineered  standard  time  as  it 
directs  the  operator  to  perform  a task. 

WCSS  currently  has  more  than  100  software  and 
services  clients. 

Consulting  Services 

WCSS’  newest  service — the  Systems  Utilization 
Review — allows  customers  to  increase  then- 
productivity  return  on  installed  WCSS  software. 
The  System  Utilization  Review  examines  how  a 
company  is  currently  using  WCSS  Supply  Chain 
Management  software. 

Simulation  Modeling  is  a new  client  service 
offered  by  WCSS  consultants.  This  offering 
allows  the  customer  to  identify  a particular 
process  and  test  alternatives  in  order  to  minimize 
capital  and  software  expenditures  when 
implementing  a new  distribution  solution. 

WCSS  also  now  offers  Risk  Analysis,  a 
consulting  service  that  statistically  analyzes  the 
business  case  and  project  schedule  for  a customer 
identified  project,  tests  assumptions  for  a 
warehouse  installation  and  identifies  probabilities 
for  the  range  of  possible  completion  dates  and 
total  costs. 

WCSS  also  offers  a range  of  logistics  and 
application  consulting  and  professional  services, 
including  business  process  reegineering,  project 
management,  software  modification  and 
installation. 


Clients 

The  company’s  client  base  includes  AHOLD, 
Foodtown,  McCarty  Holman,  Manor  Bakeries, 
Nintendo,  Tandy  Corporation,  UniChem,  Vanity 
Fair,  Verbatim,  WestPoint  Stevens  and  Williams- 
Sonoma. 

Marketing  and  Sales 

WCSS  markets  its  products  through  a direct  sales 
force  and  through  strategic  alliances  with  other 
business  partners. 

Alliances 

WCSS’  suite  of  supply  chain  management 
software  complies  with  the  “Streamline 
Logistics”  system  recently  announced  by  Procter 
and  Gamble.  The  new  program  is  a restructured 
version  of  the  Logistics  and  Pricing  system, 
which  will  impact  the  way  customers  deal  with 
Procter  and  Gamble. 

WCSS  and  Hewlett-Packard  have  announced  a 
joint  development  and  marketing  agreement  to 
enable  the  extension  of  selected  WCSS  products 
to  the  HP  9000  open  system  HP-UX 
environment.  The  appropriate  development 
environment  and  tools  will  be  provided  to  WCSS 
in  support  of  the  development  effort  for  WCSS’ 
software  solutions  in  HP-UX. 

In  June  1993,  WCSS  armounced  a marketing 
alliance  with  Metaphor  Computer  Systems.  This 
alliance  provides  tools  to  enable  WCSS  clients  to 
access  the  WCSS  relational  databases  using 
Metaphor’s  DIS  Decision  Support  software  for 
WCSS’  Category  Management  applications.  This 
announcement  highlights  a benefit  of  the 
investment  that  has  been  made  in  migrating 
WCSS  solutions  to  relational  database  platforms. 
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WCSS  also  has  relationships  with  multiple 
hardware  vendors,  including  Teklogix,  Telxon, 
LXE,  Norand,  Symbol  and  Zebra. 
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WORLDWIDE  CHAIN  STORE 
SYSTEMS  INC. 

1 1 1 East  Wacker  Drive 
16th  Floor 

Chicago,  IL  60601-4503 
(312)  856-1600 


Charles  C.  Fitzmorris,  CEO 
James  Horton,  President 
Private  Corporation 
Total  Employees;  105(3/91) 
Total  Revenue,  Fiscal  Year  End 
12/31/90:  $17,000,000 


The  Company  Worldwide  Chain  Store  Systems  Inc.  (WCSS)  provides  application 

software  products  and  associated  support  services  for  IBM 
mainframe  and  midrange  systems  to  the  distribution  industry. 

Effective  April  2,  1990,  IBM  made  an  equity  investment  in  WCSS. 


Key  Products  and  INPUT  estimates  that  over  90%  of  WCSS'  revenue  is  derived  from 
Services  application  software  products  and  associated  support  services. 

• About  10%  of  revenue  is  derived  from  WCSS'  Industrial 
Engineering  Division,  which  supplies  clients  with  methods  and 
industrial  engineers  in  order  to  generate  industry  labor 
standards. 

WCSS  application  software  products  for  distributors  are  available 
for  IBM  AS/400,  43XX,  30XX,  and  compatible  mainframes 
running  under  DOS,  MVS,  and  DB2. 

• Current  product  offerings  include  the  following: 

- The  On-Line  Warehouse  Management  System  is  used  to 
control  the  day-to-day  distribution  of  merchandise. 

Functions  of  the  system  include  receiving,  slot  allocation 
control,  schedule  replenishment,  material  control,  physical 
inventory,  and  outside  storage,  plus  a radio  frequency  to 
direct  lift  trucks. 

- The  On-Line  Purchasing/Investment  Buying  System  allows 
users  to  reduce  inventory  while  maintaining  specified  service 
levels,  and  to  increase  gross  margins  through  strategic  buy- 
ins.  Subsystems  are  provided  for  forecasting,  deals  and 
promotion  allowances,  suggested  vendor  orders,  investment 
buying,  performance  reporting,  and  data  base  management. 
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Industry  Markets 


Geographic 

Markets 


Computer 
Hardware  and 
Software 


- The  On-Line  Labor  Management  System  is  used  to  measure 
labor  productivity  in  the  warehouse.  The  system  includes 
labor  scheduling,  performance  monitoring,  and  management 
reporting, 

- The  On-Line  Invoice/Billing  Management  System  handles 
orders  and  their  processing  through  the  entire  billing 
process.  The  system  provides  interface  with  let-down 
functions,  automated  invoice  printing,  generation  of  packing 
lists  and  labels,  management  reporting,  and  allocation 
logarithms. 

• Each  system  is  priced  separately,  with  monthly  rental  charges 
ranging  from  $3,000  to  $7,000  and  one-time  license  fees  of 
$200,000  to  $1  million  or  more,  depending  on  the  number  of 
warehouses. 

• WCSS  currently  has  over  100  software  clients. 


WCSS'  revenue  is  derived  primarily  from  retail  and  wholesale 
distributors  of  food,  general  merchandise,  drugs,  and  plumbing 
supplies. 


INPUT  estimates  that  over  70%  of  WCSS'  revenue  is  derived  from 
the  U.S,  The  remaining  revenue  is  derived  from  Canada,  Europe, 
the  Far  East,  and  other  international  markets. 

In  addition  to  its  headquarters  in  Chicago,  WCSS  has  offices  in  the 
U.K.,  Belgium,  and  Australia. 


WCSS  has  one  IBM  9000,  running  DOS  and  MVS,  and  an 
AS/400-60  installed  at  its  headquarters  in  Chicago. 
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COMPANY  PROFILE 


WORLDWIDE  CHAIN  STORE  Charles  C.  Fitzmorris,  President  and  CEO 

SYSTEMS  LTD.  Private  Corporation 

One  East  Wacker  Drive  Total  Employees:  90 

26th  Floor  Total  Revenue,  Fiscal  Year  End 

Chicago,  IL  60601-1901  12/31/90:  $15,000,000* 


(312)  744-1901 

•Company  estimate 

The  Company 

Worldwide  Chain  Store  Systems  Ltd.  (WCSS)  provides  application 
software  products  and  associated  support  services  for  IBM 
mainframe  and  midrange  systems  to  the  distribution  industry. 

Key  Products  and 
Services 

Virtually  all  of  WCSS'  revenue  is  derived  from  application 
software  products  and  associated  support  services. 

• About  1%  of  revenue  is  derived  from  preparing  and  supplying 
computer-generated  industrial  standards  for  the  amount  of  time 
required  to  perform  specific  jobs  in  the  warehouse. 

WCSS  application  software  products  for  distributors  are  available 
for  IBM  AS/400,  43XX,  30XX,  and  compatible  mainframes 
running  under  DOS,  MVS,  and  DB2. 

• Current  product  offerings  include  the  following: 

- The  On-Line  Warehouse  Management  System  is  used  to 
control  the  day-to-day  distribution  of  merchandise. 

Functions  of  the  system  include  receiving,  slot  allocation 
control,  schedule  replenishment,  material  control,  physical 
inventory,  and  outside  storage. 

- The  On-Line  Purchasing/Investment  Buying  System  allows 
users  to  reduce  inventory  while  maintaining  specified  service 
levels,  and  to  increase  gross  margins  through  strategic  buy- 
ins.  Subsystems  are  provided  for  forecasting,  deals  and 
promotion  allowances,  suggested  vendor  orders,  investment 
buying,  performance  reporting,  and  data  base  management. 

- The  On-Line  Labor  Management  System  is  used  to  measure 
labor  productivity  in  the  warehouse.  The  system  includes 
labor  scheduling,  performance  monitoring,  and  management 
reporting. 
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- The  On-Line  Invoice/Billing  Management  System  handles 
orders  and  their  processing  through  the  entire  billing 
process.  The  system  provides  interface  with  let-down 
functions,  automated  invoice  printing,  generation  of  packing 
lists  and  labels,  and  management  reporting, 

• Each  system  is  priced  separately,  with  monthly  rental  charges 
ranging  from  $3,000  to  $7,000  and  one-time  license  fees  of 
$150,000  to  $1  million. 

• WCSS  currently  has  over  65  software  clients. 

Industry  Markets 

One  hundred  percent  of  WCSS'  revenue  is  derived  from  retail  and 
wholesale  distributors. 

Geographic 

Markets 

INPUT  estimates  that  over  70%  of  WCSS'  revenue  is  derived  from 
the  U.S.  The  remaining  revenue  is  derived  from  Canada,  Europe, 
the  Far  East,  and  other  international  markets. 

In  addition  to  its  headquarters  in  Chicago,  WCSS  has  offices  in  the 
U.K.,  Belgium,  and  Australia. 

Computer 
Hardware  and 
Software 

WCSS  has  one  IBM  9000,  running  DOS  and  MVS,  and  an 
AS/400-60  installed  at  its  headquarters. 
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COMPANY  PROFILE 


WORLDWIDE  CHAIN  STORE  SYSTEMS 
LTD. 

One  East  Wacker  Drive 
26th  Floor 

Chicago, IL  60601-1901 
(312)  744-1901 


Charles  C.  Fitzmorris,  President  and 
CEO 

Private  Corporation 
Total  Employees:  60 
Total  Revenue,  Fiscal  Year  End 
12/31/85:  $5,000,000* * 


THE  COMPANY 

• Worldwide  Chain  Store  Systems  Ltd.  (WCSS)  provides  application  software 
products  and  associated  support  services  for  IBM  mainframes  to  the  distribu- 
tion industry.  In  addition,  the  company  recently  introduced  retail  systems  for 
the  IBM  PC. 

• INPUT  estimates  WCSS's  1985  revenue  was  $5  million,  an  increase  of  approx- 
imately 14%  over  1984  revenue  of  $4.4  million. 

KEY  PRODUCTS  AND  SERVICES 

• One  hundred  percent  of  WCSS's  1985  revenue  was  derived  from  mainframe 
application  software  products  and  associated  support  services. 

• WCSS  application  software  products  for  distributors  are  available  for  IBM 
43XX,  30XX,  and  compatible  mainframes  running  under  DOS  or  MVS. 

Current  product  offerings  include  the  following: 

. The  On-Line  Warehouse  Management  System  is  used  to  control 
the  day-to-day  distribution  of  merchandise.  Functions  of  the 
system  include  receiving,  slot  allocation  control,  schedule 
replenishment,  material  control,  physical  inventory,  and  outside 
storage. 

The  On-Line  Purchasing/Investment  Briefing  System  allows 
users  to  reduce  inventory  while  maintaining  specified  service 
levels  and  increase  gross  margins  through  strategic  buy-ins. 
Subsystems  are  provided  for  forecasting,  deals  and  promotion 
allowances,  suggested  vendor  orders,  investment  buying, 
performance  reporting,  and  data  base  management. 

. The  On-Line  Labor  Management  System  is  used  to  measure  labor 
productivity  in  the  warehouse.  The  system  includes  labor 
scheduling,  performance  monitoring,  and  management  reporting. 


*1NPUT  estimate 
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. The  On-Line  Invoice/Billing  Management  System  handles  orders 
and  their  processing  through  the  entire  billing  process.  The 
system  provides  interface  with  let-down  functions,  automated 
invoice  printing,  generation  of  packing  lists  and  labels,  and 
management  reporting. 

Each  mainframe  system  is  priced  separately,  with  monthly  rental 
charges  ranging  from  $3,000  to  $7,000  and  one-time  license  fees  of 
$50,000  to  $250,000.  WCSS  currently  has  55-60  software  clients. 

• In  1986  WCSS  introduced  retail  systems  for  IBM  PC/XT  and  AT  micro- 
computers. 

The  Scheduling,  Time,  and  Attendance  Reporting  (STAR)  system  is  used 
for  labor  scheduling,  and  monitoring  and  controlling  of  manpower 
resources. 

WCSS  markets  other  systems  that  integrate  with  STAR.  Developed  by 
TCI,  these  include  Communications,  Electronic  Mail,  Direct  Store 
Delivery,  and  Personnel  Systems. 

Prices  for  these  systems  are  available  upon  request. 

INDUSTRY  MARKETS 

• One  hundred  percent  of  WCSS's  1985  revenue  was  derived  from  retail  and 
wholesale  distributors. 

• Mainframe  software  customers  generally  have  annual  revenue  of  $350  million 
or  more. 

GEOGRAPHIC  MARKETS 

• INPUT  estimates  that  over  85%  of  WCSS's  1985  revenue  was  derived  from  the 
U.S.  The  remaining  revenue  was  derived  from  Canada,  Europe,  and  other 
international  markets. 

• WCSS  has  offices  located  in  Chicago  (IL)  and  London  (England). 

HARDWARE  INSTALLED 

• WCSS  has  one  IBM  4361,  running  DOS  and  MVS,  installed  at  its  headquarters. 
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COMPANY  PROFILE 


XEROX  COMPUTER  SERVICES 

5310  Beethoven  Street 
P.O.  Box  66924 
Los  Angeles,  CA  90066 
(310)  306-4000 


Joel  B.  Nagelmann,  President 
Division  of  Xerox  Corporation 
Total  Employees;  200 
Total  Revenue,  Fiscal  Year  End 
12/31/91;  $40,000,000* 

‘INPUT  estimate 


The  Company  Xerox  Computer  Services  (XCS)  currently  markets  and  supports  the 

CHESS  family  of  enterprise-wide  open  systems  software  products 
for  the  manufacturing,  distribution,  and  financial  applications  of 
manufacturing  companies.  The  CHESS  family,  introduced  in  1990, 
incorporates  a complete  MRPII  system  that  is  independent  of 
operating  and  data  base  management  systems  and  portable  to  most 
major  hardware  platforms. 

• XCS  was  founded  in  1970  to  provide  on-line  processing  services 
for  business  applications  to  manufacturers,  distributors,  and 
service  organizations. 

• During  the  early  1980s,  XCS  began  licensing  its  MRPII  software 
for  in-house  use  on  IBM  9370,  4300,  and  30xx  computers  as 
Xerox  Business  Management  System  (XBMS).  XCS  continues  to 
support,  but  no  longer  actively  markets,  approximately  140 
XBMS  installations. 

• XCS  operates  as  a division  of  Xerox  Corporation,  a $17.8  billion, 
110,000-empIoyee,  Stamford  (CT)-based  international  company 
that  develops,  manufactures,  and  markets  a range  of  document 
processing  products  and  provides  insurance  and  certain  other 
financial  services. 

XCS'  strategy  is  to  be  positioned  as  an  industry  leader  and 
pacesetter  for  Enterprise  Resource  Planning  (ERP)  Systems  using 
an  open  systems  environment.  XCS  is  committed  to  setting  and 
conforming  to  industry  standards  and  aligning  with  emerging 
technology  trends. 

INPUT  estimates  that  XCS'  total  1991  revenue  was  $40  million.  It 
is  estimated  that  1992  revenue  could  range  from  $40  million  to  $48 
million. 


June  1992 


Copyright  1992  by  INPUT.  Reproduction  Prohibited. 


Page  1 of  4 


XEROX  COMPUTER  SERVICES 


INPUT 


Key  Products  and 
Services 


XCS  competitors  include  ASK  Computer  Systems,  Andersen 
Consulting,  Computer  Associates,  System  Software  Associates,  and 


IBM. 


Approximately  85%  of  XCS'  revenue  is  derived  from  applications 
software  products  and  associated  maintenance  services.  The 
remaining  15%  is  derived  from  education  and  training,  consulting, 
and  other  professional  support  services. 

CHESS  is  a family  of  integrated  software  products  that  support  the 
production,  distribution,  and  financial  applications  of  discrete  and 
repetitive  manufacturers  and  wholesale  distributors. 

• The  applications  were  written  using  the  PRO-IV  application 
development  system,  are  independent  of  data  base  and  operating 
systems,  and  are  portable  across  multiple  platforms. 

• CHESS  is  currently  available  for  IBM  9370,  4300,  and  30xx 
systems  under  VSE,  MVS,  CICS  and  IBM  RS/6000  systems 
under  AIX;  DEC  VAX  under  VMS  and  DECsystems  under 
ULTRIX;  NCR  3000  series  systems  under  UNIX  V.4;  HP  9000 
series  under  HP-UX;  and  supports  Novell  LANs  and  SCO- 
XENIX/UNIX.  XCS  is  a Complementary  Software  House 
(CSH)  for  DEC  and  a Premier  Software  Solutions  Provider  for 
HP. 

• There  are  currently  over  130  CHESS  customers  worldwide. 

The  following  integrated  CHESS  modules  for  manufacturing, 
distribution,  financial  and  technical  applications  are  now  available: 

Manufacturing: 

■ Contract  Purchase  Orders 

■ Detail  Capacity  Planning 

• Engineering 

• Inventory 

• Physical  Inventory 

• Master  Production  Scheduling 

• Material  Requirements  Planning 

• Repetitive  Manufacturing 

• Shop  Floor  Control 

• Work  Orders 

• Purchase  Orders 
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Distribution: 

• Sales  Analysis 

• Sales  Orders 

Financial: 

• Accounts  Payable 

• Accounts  Receivable 

• Billing 

• Costing 

• Financial  Integration  Management 

• General  Ledger 

Technical: 

• The  External  Interface  Facility  (EIF)  permits  integration  with 
various  third-party  products  for  electronic  data  interchange, 
office  automation,  computer-integrated  manufacturing, 
electronic  funds  transfer,  factory  data  collection,  and  PC 
applications. 

• User  View  is  a data  reporting  tool  for  creating  on-line  inquiries 
or  printed  reports  using  data  from  any  CHESS  application. 

For  the  base  set  of  15  applications  currently  available,  prices  start  at 

$75,000  for  a small  system  and  $500,000  for  a high-end  mainframe 

system.  Additional  modules  are  priced  individually. 

Additional  modules  under  development  include:  Sales  Order 

Configurator,  Sales  Quotations,  Vendor  Quotations,  EDI,  Data 

Collection,  DRP,  Forecasting,  and  Inventory  Balancing. 

Support  services  provided  by  XCS  include  the  following: 

• XCS  operates  two  800  numbers  to  provide  access  for  customer 
questions  and  problems.  The  Quality  Customer  Service  (QCS) 
facility  handles  user  problems  and  questions,  while  the  Product 
and  Services  line  provides  general  information  regarding  XCS 
offerings. 

• Qngoing  training  courses  are  available  at  XCS  headquarters  and 
certain  branch  offices  for  $250  a day.  Qn-site  training  is  also 
available  for  $1,000  a day.  Training  can  be  targeted  to 
executives,  middle  management,  users,  or  systems  and  operations 
personnel. 
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• Project  planning,  implementation,  customization,  and  consulting 
services  are  also  available. 

Industry  Markets 

One  hundred  percent  of  XCS'  revenue  is  derived  from 
manufacturers,  wholesale  distributors,  and  public  services  firms. 

Targeted  industries  include  discrete,  repetitive,  and  engineered-to- 
order  manufacturers;  job  shops;  and  wholesale  distribution  firms 
ranging  from  small,  single-site  organizations  to  multinational 
corporations. 

Geographic 

Markets 

An  estimated  85%  of  XCS'  1991  revenue  was  derived  from  the  U.S. 
and  15%  from  international  sources. 

XCS  maintains  11  branch  offices  in  the  U.S.,  including  offices  in  Los 
Angeles  and  Palo  Alto  (CA),  Atlanta  (GA),  Elmhurst  (IL), 

Marlboro  (MA),  Edina  (MN),  Rochelle  Park  (NJ),  Nashville  (TN), 
Carrollton  and  Houston  (TX),  and  Wauwatosa  (WI). 

XCS  has  European  offices  in  the  Netherlands  and  the  U.K.  and  a 
distributor  network  in  Australia  and  New  Zealand. 

Computer 

Hardware 

XCS'  data  center  in  Lt)s  Angeles  has  the  following  systems  installed; 

• 1 IBM  ES/9000 

• 21BMRS/6000S 

• 1 IBM  AS/400 

• 1 Amdahl/MVS 

• 1 HP  9000 

• 1 NCR  3000 

• 2 DEC  VAXes 
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XEROX  COMPUTER  SERVICES  William  V.  Fello,  President 

5310  Beethoven  Street  Operating  Unit  of  Xerox  Corporation 

Los  Angeles,  CA  90066  Total  Employees:  350 

(213)  306-4000  Total  Revenue,  Fiscal  Year  End 


12/31/87:  $90,000,000*  (Noncaptive) 
* INPUT  estimate 

The  Company 

Xerox  Computer  Services  (XCS),  founded  in  1970,  primarily 
markets  the  Xerox  Business  Management  System  (XBMS).  This 
MRP  II  system  is  available  as  licensed  application  software  to  run 
on  a customer's  in-house  IBM  or  compatible  mainframe,  as  an  on- 
line processing  service,  or  as  a turnkey  system  run  on  IBM  370- 
based  architecture  computers. 

XCS  uses  three  primary  delivery  modes  for  XBMS: 

• Xerox  Business  Management  System/38  (XBMS/38)  includes 
software  run  on  the  IBM  System  38. 

• Xerox  Business  Management  System/400  (XBMS/400),  to  be 
released  in  September  1988,  includes  software  run  on  the  IBM 
Application  System  400  (AS/400). 

• Xerox  Business  Management  System/370  (XBMS/370) 
includes  software  run  on  the  IBM  370-based  architecture 
computers,  such  as  the  IBM  43XX,  9370,  and  3090. 

XCS  is  a value-added  remarketer  of  the  IBM  43XX,  System  38, 
AS/400,  and  9370. 

XCS  also  markets  the  Skyway  satellite  communications  network 
for  two-way  data  transmissions  between  a company's  host 
computer  and  multiple  remote  sites. 

Targeted  industries  for  all  of  the  above  products  include  discrete, 
repetitive,  and  engineered-to-order  manufacturers;  job  shops;  and 
wholesale  distribution  firms  ranging  from  small,  single-site 
organizations  to  multinational  corporations. 
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XCS  reports  to  the  Diversified  Business  Group  within  Xerox 
Corporation.  Xerox  Corporation  had  1987  revenue  of  over  $15 
billion  and  a net  income  of  $578  million. 

• Xerox  Corporation  develops,  manufactures,  and  markets  a 
range  of  business/office  equipment  products  worldwide, 
including  copiers,  duplicators,  electronic  and  laser  printers, 
electronic  typewriters,  professional  workstations,  word 
processors,  personal  computers,  local-area  networks  and 
network  products,  programming  products,  facsimile 
transceivers,  and  related  supplies. 

• Xerox  also  provides  financing,  property  and  casualty  insurance, 
and  investment  banking  services. 

• An  organization  chart  showing  XCS's  position  is  presented  in 
the  exhibit. 

XCS'  noncaptive  revenue  has  remained  constant  since  1985,  at  an 
estimated  $90  million.  Since  1985,  XCS  has  consolidated  its 
offices  and  reduced  its  work  force  by  almost  50%. 

XCS  spent  approximately  12%  of  total  revenue  on  program 
development,  documentation,  and  maintenance  during  1987. 

XCS's  350  employees  are  segmented  approximately  as  follows: 


Marketing/ sales /support 

178 

Research  and  development 

81 

Computer  operations 

75 

General  and  administrative 

16 

350 

XCS'  competition  by  delivery  mode  is  as  follows: 

• XBMS/370:  Cullinet,  MSA,  and  ASK. 

• XBMS/38:  Pansophic,  System  Software  Associates  (SSA), 
DAT  A3,  and  American  Software. 

• XBMS/400:  Pansophic  and  Cullinet  are  expected  to  release 
their  versions  of  software  for  the  AS/400. 
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Approximately  40%  of  XCS'  1987  revenue  was  derived  from  on- 
line processing  services  and  2%  from  Skyway  satellite  network 
customers.  Forty-five  percent  of  revenue  was  derived  from 
software  and  turnkey  system  sales  (30%  from  XBMS/370  and  15% 
from  XBMS/38).  The  remaining  13%  of  revenue  was  derived 
from  consulting,  education/ training,  and  custom  programming 
professional  services. 

The  company's  principal  product,  XBMS,  is  an  MRP  II  system 
with  just-in-time  planning  and  control  capabilities  for  the  discrete 
manufacturing  and  wholesale  distribution  industries.  XBMS  is 
available  to  clients  as  a licensed  software  product,  as  a processing 
service,  or  as  part  of  a turnkey  system. 

XBMS/370  runs  the  following  applications,  listed  by  industry: 

• Manufacturing:  physical  inventory,  inventory  management, 
random  stores,  procurement  management,  master  production 
scheduling,  material  requirements  planning,  repetitive 
manufacturing,  production  control,  and  cost  planning  and 
control. 

• Distribution:  order  management,  sales  management,  and 
receivables  management. 

• Financial:  fixed  assets,  general  ledger,  accounts  payable, 
employee  information,  and  payroll. 

Applications  available  for  both  the  XBMS/38  and  the  XBMS/400, 
listed  by  industry,  include  the  following: 

• Manufacturing:  inventory  management,  in-transit  tracking, 
physical  inventory/cycle  counting,  order  processing,  sales 
analysis,  commissions,  shop  floor  control,  bill  of  materials, 
routing,  and  product  costing. 

• Distribution:  resource  requirements  planning,  forecasting, 
master  production  scheduling,  material  requirements  planning, 
purchasing,  capital  project  tracking,  and  quotations. 

• Financial:  budgeting,  financial  modeling,  general  ledger, 
accounts  receivable,  accounts  payable,  payroll,  and  personnel. 

In  addition,  XCS  offers  Information  Center  Products  for  simple 
fourth-generation  language  query,  reporting,  and  manipulation  of 
business  data.  These  products  are  completely  integrated  with  the 
software  applications  to  allow  use  of  one  common  data  base  and 
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are  available  for  license  or  via  Xerox's  on-line  processing  services. 
License  fees  are  based  on  the  operating  system  environment. 

• There  are  four  Information  Center  applications  available: 

- Reporter  II  is  an  interactive  report/query  program  generator 
used  to  generate  standard  report  programs  and  queries. 

- Filer  II  is  a user-oriented  language  that  allows  users  to  enter 
statements  about  how  the  computer  should  do  the  work. 

- Definer  II  defines  the  contents  and  formats  of  files,  and 
fields  within  records. 

- Knowledge  Worker  is  a micro-based,  menu-driven 
application  that  allows  analysts  to  automatically  extract  and 
download  data  to  a microcomputer  and  then  convert  the 
data  for  use  with  microcomputer  applications. 

• Pricing  is  dependent  upon  delivery  mode  and  operating  system. 

- The  XBMS/370  base  price  is  $110,000.  As  a turnkey 
package  with  an  IBM  9370,  pricing  starts  at  $200,000. 

- XBMS/38  and  XBMS/400  are,  for  the  basic  system  only, 
identically  priced  from  $95,000.  The  turnkey  price  for 
XBMS/38  starts  at  $175,000.  The  XBMS/400  is  priced 
slightly  less. 

• The  average  price  per  Information  Center  module  averages 
between  $10,000  and  $15,000. 

Support  services  provided  by  XCS  include  the  following: 

• XCS  operates  two  800  numbers  to  provide  access  for  customer 
questions  and  problems.  The  Quality  Customer  Service  (QCS) 
facility  handles  user  problems  and  questions,  while  the  Product 
and  Services  line  provides  information  regarding  other  XCS 
offerings. 

• Ongoing  training  courses  are  available  at  XCS  headquarters 
and  certain  branch  offices.  Training  can  be  targeted  to  the 
following  levels  of  personnel: 

Executives. 

Middle  management. 

Users. 

Systems  and  operations  personnel. 
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XCS  continues  to  support,  but  no  longer  actively  markets, 
software,  turnkey  systems  or  processing  services  for  public  service 
applications  (city  governments  and  utilities). 

Industry  Markets 

Approximately  80%  of  XCS'  customers  are  manufacturers  and 
20%  are  in  the  wholesale  distribution  industry. 

Primary  customers  are  major  divisions  of  Fortune  500  Companies. 

Geographic 

Markets 

Approximately  39%  of  the  company's  revenue  originates  in 
California  and  other  Western  states.  Sixty  percent  is  evenly 
divided  between  the  Eastern  and  Central  U.S.  The  remainder  of 
1987  revenue  came  from  XCS  sales  and  services  in  Europe. 

XCS  has  U.S.  offices  in  Atlanta;  Chicago;  Dallas;  Milwaukee; 
Minneapolis;  New  York;  Philadelphia;  Rochelle  Park  (NJ);  and 
Anaheim,  Los  Angeles,  San  Diego,  and  Palo  Alto  (CA). 

Foreign  offices  are  located  in  Venray  (the  Netherlands)  and 
London. 

Computer 
Hardware  and 
Software 

The  hardware  for  the  processing  and  timesharing  data  center 
located  in  Hawthorne  (CA)  includes: 

- 1 Amdahl  470/ V8. 

- 3 IBM  3033s. 

- 1IBM3083B. 

- 1 IBM  4341. 

- 1 IBM  4331. 

- 8 Tandem  minicomputers. 

- 3 Xerox  Model  530s. 

The  hardware  for  the  headquarters  data  center  located  in  Los 
Angeles  includes: 

- 1 IBM  System  38. 

- 1 IBM  9370. 

- Various  IBM  AS/400s. 

Page  6 of  6 

Copyright  1988  by  INPUT.  Reproduction  Prohibited.  September  1 988 

COMPANY  PROFILE 


XEROX  COMPUTER  SERVICES 

5310  Beethoven  Street 
Los  Angeles,  CA  90066 
(213)  306-4000 


William  V.  Fello,  President 
Operating  Unit  of  Xerox  Corporation 
Total  Employees:  650 
Total  Revenue,  Fiscal  Year  End 
12/31/85:  $90,000,000*  (Noncaptive) 


THE  COMPANY 

• Xerox  Computer  Services  (XCS),  founded  in  1970,  primarily  markets  the 
Xerox  Manufacturing  System.  This  MRP  II  System  is  available  as  licensed 
application  software  to  run  on  a customer's  in-house  IBM  or  compatible 
mainframe,  as  an  on-line  processing  service,  or  as  an  IBM  436 1 -based  turnkey 
system. 

XCS  is  a value-added  remarketer  of  IBM  4300  series  processors  and  a 
value-added  distributor  of  IBM  PCs. 

XCS  also  markets  the  Skyway  satellite  communications  network  for 
two-way  data  transmissions  between  a company's  host  computer  and 
multiple  remote  sites. 

Targeted  industries  for  all  of  the  above  products  include  discrete, 
repetitive,  and  engineered-to-order  manufacturers,  job  shops,  and 
wholesale  distribution  firms  ranging  from  small,  single-site  organiza- 
tions to  multinational  corporations. 

• XCS  reports  to  the  Diversified  Business  Group  within  Xerox  Corporation. 
Xerox  had  1985  revenue  of  $1  1.8  billion  and  net  income  of  $475  million. 

Xerox  Corporation  develops,  manufactures,  and  markets  a range  of 
business/office  equipment  products  worldwide,  including  copiers, 
duplicators,  electronic  and  laser  printers,  electronic  typewriters, 
professional  workstations,  word  processors,  personal  computers,  local 
area  networks  and  network  products,  programming  products,  facsimile 
transceivers,  and  related  supplies. 

Xerox  also  provides  financing,  property  and  casualty  insurance,  and 
investment  banking  services. 

During  1985  Xerox  sold  its  six  publishing  units  for  a total  of  $531 
million  in  cash.  Xerox  also  discontinued  its  financial  guarantee  and 
contract  surety  businesses. 
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An  organization  chart  showing  XCS's  position  is  presented  in  the 
exhibit. 

XCS'  1985  noncaptive  revenue  was  an  estimated  $90  million  compared  to  1984 
revenue  estimates  of  $85  million. 

XCS  spent  approximately  $10  million  on  program  development,  documenta- 
tion, and  maintenance  during  1985. 

In  June  1986  XCS  sold  its  DEC-based  software  and  turnkey  product  line  to 
Unitronix  of  Somerville  (NJ)  for  an  undisclosed  amount.  The  sale  involved 
products  acquired  with  Praxa  Corporation  in  1981. 

XCS's  650  employees  are  segmented  approximately  as  follows: 


Production/computer /network 


operations 

Field  marketing  (includes  new 

140 

and  existing  account  reps, 

installation  and  support 
personnel) 

330 

Product  development 

150 

Miscellaneous 

30 

650 

• XCS  views  its  major  competition  as  being  providers  of  MRP  II  software  and 
systems,  and  two-way  data  transmission  satellite  networks. 

In  the  MRP  II  software  and  system  category  its  primary  competitors 
are  Cullinet,  IBM,  Hewlett-Packard,  ASK  Computer  Systems,  Manage- 
ment Science  America,  NCA  Corporation,  and  McCormack  & Dodge. 

Key  competitors  in  the  private  satellite  data  communications  business 
include  RCA  Americom,  Equatorial  Communications  Company,  GTE 
Spacenet  Corporation,  Vitalink,  M/A  COM,  and  Tymnet/McDonnell 
Douglas  Network  Services  Company. 

KEY  PRODUCTS  AND  SERVICES 

• Approximately  47%  of  XCS's  1985  revenue  was  derived  from  on-line  proces- 
sing services  and  Skyway  satellite  network  customers.  Of  the  remaining  53% 
of  revenue  INPUT  estimates  25%  was  derived  from  software  product  licenses, 
and  28%  from  turnkey  system  and  other  hardware  sales. 

• The  company's  principal  product,  the  Xerox  Manufacturing  System,  is  an  MRP 
II  system  with  Just-in-Time  planning  and  control  capabilities  for  the  discrete 
manufacturing  and  wholesale  distribution  industries.  The  Xerox  Manufac- 
turing System  is  available  to  clients  as  a licensed  software  product,  as  a 
processing  service,  or  as  part  of  a turnkey  system. 
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The  software  operates  on  IBM  370,  43XX,  30XX,  and  compatible 
mainframes  with  SSX,  DOS/VSE,  MVS,  or  MVS/XA  operating  systems. 

Xerox  Manufacturing  Software  application  modules,  by  functional  area, 
include  the  following: 

. Manufacturing:  Physical  Inventory,  Inventory  Management, 

Random  Stores,  Procurement  Management,  Master  Production 
Scheduling,  Material  Requirements  Planning,  Production 
Control,  Repetitive  Manufacturing,  and  Cost  Planning  and 
Control. 

. Distribution:  Order  Management,  Distributor  Requirements 

Planning,  Sales  Management,  and  Receivables  Management. 

. Financial:  Accounts  Payable,  Employee  Information, 

Payroll/Labor  Distribution,  Employee  Information,  Fixed  Assets, 
and  General  Ledger. 

The  system  also  includes  the  following  planning  and  control  capabili- 
ties, all  of  which  also  support  a Just-in-Time  environment: 

. Supplier  interfaces. 

. Product  planning. 

. Backflushing  from  assembly  components. 

. Point  of  material  usage  delivery. 

. Overlapped  linked  operations. 

. Multi-plant  integration. 

. Daily  planning  periods. 

. Actual  versus  standard  performance. 

. Bills  of  materials,  including  phantoms. 

Software  license  fees  for  the  system  range  from  $10,000  to  $75,000, 
depending  on  the  modules  selected.  There  are  currently  over  200 
Xerox  Manufacturing  System  software  clients. 

XCS  also  offers  the  Xerox  Manufacturing  System  as  part  of  a turnkey 
system  based  on  the  IBM  4361  computer.  The  base  price  of  the  system 
is  $225,000. 

Customers  gain  access  to  XCS  software  applications  via  on-line  proces- 
sing services  provided  through  the  Xerox  National  Data  Center  in  Los 
Angeles.  XCS  also  offers  its  processing  services  for  execution  of 
custom-designed  programs.  The  COBOL,  FORTRAN,  BASIC,  and  APL 
languages  are  available  for  this  purpose.  Consulting  and  educational 
services  are  also  available.  There  are  currently  over  800  processing 
clients. 

• In  addition,  XCS  offers  Information  Center  Products  for  simple  fourth  genera- 
tion language  query,  reporting,  and  manipulation  of  business  data.  These 
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products  are  completely  integrated  with  the  software  applications  to  allow 
use  of  one  common  data  base  and  are  available  for  license  or  via  Xerox's  on- 
line processing  services.  License  fees  are  based  on  the  operating  system 
environment. 

Reporter  11  is  an  advanced  interactive  report/query  program  generator 
used  to  generate  standard  report  programs  and  queries.  It  licenses  for 
$10,000  for  SSX,  DOS,  and  XTM  operating  systems  and  $25,000  for  OS, 
MVS. 

Filer  II  is  a user-oriented  language  that  allows  users  to  enter  state- 
ments about  how  the  computer  should  do  the  work.  It  licenses  for 
$25,000  for  SSX,  DOS,  and  XTM  operating  systems  and  $40,000  for  OS, 
MVS. 

Definer  II  defines  the  contents  and  formats  of  files,  records  within 
files,  and  fields  within  records.  It  licenses  for  $25,000  for  SSX,  DOS, 
and  XTM  operating  systems  and  $40,000  for  OS,  MVS. 

Knowledge  Worker  is  a micro-based  menu  driven  application  that 
allows  analysts  to  automatically  extract  and  download  data  to  a 
personal  computer  and  then  convert  it  for  use  with  microcomputer 
applications.  It  is  priced  at  $15,000  for  SSX,  DOS,  and  XTM  operating 
systems  and  $25,000  for  OS,  MVS. 

Accounting  Manager  is  a software  program  that  provides  a simple  and 
flexible  way  to  organize  and  report  financial  data.  It  is  priced  at 
$10,000  for  SSX,  DOS,  and  XTM  operating  systems  and  $20,000  for  OS, 
MVS. 

• Support  services  provided  by  XCS  include  the  following: 

XCS  operates  an  800  line  to  connect  customer  with  its  Quality 
Customer  Service  (QCS)  facility  for  user  problems  and  questions. 

Ongoing  training  courses  are  available  at  XCS  headquarters  and  certain 
branch  offices. 

• XCS  continues  to  support,  but  no  longer  actively  markets,  software,  turnkey 
systems,  or  processing  services  for  public  service  applications  (city  govern- 
ments and  utilities). 

• During  1984  XCS  was  appointed  a value-added  remarketer  for  the  IBM  43XX 
computer  and  a value-added  distributor  for  IBM  PC,  XT,  and  AT  micro- 
computers and  various  peripheral  equipment. 

• During  1985  XCS  introduced  the  Skyway  satellite  data  communications 
network.  Skyway  is  designed  to  meet  the  distributed  processing  and  multi- 
plant integration  needs  of  corporations. 
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Data  is  relayed  between  a company's  host  computer  operations  and 
geographically  dispersed  small  earth  stations  at  its  remote  offices  via  a 
Ku-band  satellite  which  serves  the  entire  U.S. 

The  Central  Earth  Station  is  the  uplink  facility  that  controls  the 
network  for  which  Xerox  provides  all  transponder  management 
functions.  Companies  have  the  option  of  shared  uplink  use  through  a 
Xerox  regionally  located  facility,  or  XCS  will  install  uplink  services  at 
their  location. 

Skyway  is  currently  being  used  by  remote  computing  customers  to 
access  the  XCS  National  Data  Center  in  Los  Angeles. 

INDUSTRY  MARKETS 

• Approximately  80%  of  XCS's  customers  are  manufacturers  and  20%  are  in  the 
wholesale  distribution  industry. 

• Primary  customers  are  major  divisions  of  Fortune  500  companies. 

GEOGRAPHIC  MARKETS 

• Approximately  39%  of  the  company's  revenue  originates  in  California  and 
other  Western  states.  Sixty  percent  is  evenly  divided  between  the  Eastern  and 
Central  U.S.  A small  percentage  of  1985  revenue  came  from  XCS  sales  and 
services  in  Europe. 

• XCS  has  U.S.  offices  in  Anaheim,  Atlanta,  Boston,  Chicago,  Cleveland,  Dallas, 
Denver,  Detroit,  Los  Angeles,  Milwaukee,  Minneapolis,  New  York,  Phila- 
delphia, Rochelle  Park  (NJ),  San  Diego,  and  San  Francisco. 

• Foreign  offices  are  located  in  Venray  (Netherlands)  and  London. 

COMPUTER  HARDWARE  AND  SOFTWARE 

• Hardware  installed  at  XCS's  three  Los  Angeles  computer  facilities  include: 

1 Amdahl  470/V8. 

3 IBM  3033s. 

I IBM  3083B. 

I IBM  4341. 

1 IBM  4331. 

8 Tandem  minicomputers. 

3 Xerox  Model  530s. 
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XEROX  COMPUTER  SERVICES 
5310  Beethoven  Street 
Los  Angeles,  CA  90066 
(213)  306-4000 


Haig  Bazoian,  President 
Operating  Unit  of  Xerox  Corporation 
Total  Employees;  1,000 
Total  Revenue,  Fiscal  Year  End 
12/31/81;  $89,000,000* 

Noncaptive  Computer  Services 
Revenue;  $72,000,000* 


THE  COMPANY 

• Xerox  Computer  Services  (XCS)  was  formed  in  1970  to  provide  interactive 
remote  computing  in  the  commercial  marketplace. 

Targeted  industries  are  manufacturing  (assembly  and  fabrication), 
distribution  (wholesale  durable  goods),  city  government  (population 
5,000  to  500,000),  and  utilities. 

XCS  currently  markets  processing  services,  software  packages,  and 
Xerox  terminals  and  820-1  I personal  computers  to  companies  in  the  $3 
to  $100  million  range.  DEC  based  software  and  turnkey  products  are 
designed  for  companies  with  $10  to  $100  million  of  revenue. 

• XCS  is  backed  by  Xerox  Corporation  with  1981  revenue  of  $8.5  billion  and  net 
income  of  $598  million.  Xerox  Corporation  had  revenue  of  $6.2  billion  and  net 
income  of  $370  million  for  the  nine  months  ending  September  1982. 

Xerox  Corporation  manufactures  and  sells  copiers  and  duplicators, 
electronic  printing  systems,  supplies,  word  processors,  facsimile 
machines,  and  printers. 

. In  June  1982  Xerox  sold  its  Western  Union  International  opera- 
tion to  MCI  Communications  Corporation. 

. The  company  is  currently  concluding  proceedings  for  the 
acquisition  of  Crum  and  Forster,  a property-liability  insurance 
company  with  $1.9  billion  In  1981  revenue. 

Xerox  is  a co-sponsor  with  Intel  and  Digital  Equipment  of  the  Ethernet 
local  area  data  network.  XCS  is  investigating  opportunities  for  con- 
necting to  this  service. 

An  organization  chart  showing  XCS's  position  is  given  in  Exhibit  A. 
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• XCS  1981  revenue  increased  19%  to  an  estimated  $89  million.  Noncaptive 
revenue  increased  20%  to  approximately  $72  million.  A five-year  revenue 
summary  follows; 


XCS 

FIVE-YEAR  REVENUE  SUMMARY  (ESTIMATE) 
($  millions) 


FISCAL  YEAR 

ITEM 

1981 

1980 

1979 

1978 

1977 

Total  revenue 

$89 

$75 

$60 

$46 

$35 

. Percent  increase 

from  previous  year 

19% 

25% 

30% 

31% 

25% 

Noncaptive  revenue 

$72 

$60 

$50 

$35 

$30 

. Percent  increase 

from  previous  year 

20% 

20% 

43% 

17% 

36% 

• XCS  spent  approximately  $7  million  in  1981  on  program  development  and 
maintenance. 


• XCS  acquired  Praxa  Corporation,  headquartered  in  Cherry  Hill  (NJ),  in 
January  1981.  Praxa's  1980  revenue  was  approximately  $2.8  million  with 
about  70  employees.  Praxa  markets  software  and  turnkey  distribution  and 
manufacturing  systems  on  DEC  minicomputers. 

• In  January  1982  XCS  sold  its  Arista  Manufacturing  Systems  Division  to 
Management  Science  America,  Inc.  (MSA).  MSA  agreed  to  pay  XCS  $4  million 
during  1982  and  to  assume  certain  obligations  under  existing  customer  con- 
tracts. XCS  agreed  to  pay  MSA  $2.4  million  during  1982  to  complete  develop- 
ment of  certain  software  packages  required  to  be  furnished  under  these  con- 
tracts. 

Arista,  based  in  Winston-Salem  (NC),  markets  manufacturing  manage- 
ment applications  software  for  use  on  IBM  and  plug-compatible  main- 
frames. XCS  sold  the  operation  because  it  had  developed  similar 
manufacturing  applications  in-house  and  decided  to  expand  on  those 
products  rather  than  rely  on  Arista. 

Arista,  with  revenue  in  the  $2  to  $3  million  range,  has  approximately 
70  employees. 


3 of  10 

November  1 982 


©1982  by  INPUT.  Reproduction  Prohibited. 


INPUT 


XEROX  COMPUTER  SERVICES 


• XCS's  1 ,000  employees  are  divided  as  follows: 


Production  (computer  operations)  190 

Field  marketing,  which  includes: 

. 75  new  account  marketing  personnel 
. 30  existing  account  representatives 
. 36  installation  and  support  personnel  465 

Product  development  100 

Miscellaneous  245 


1,000 

• XCS  views  its  major  competition  as  being  providers  of  in-house  alternatives  to 
processing  services.  Competition  comes  from  three  areas: 

Manufacturers  providing  complete  minicomputer-based  systems,  such 
as  IBM,  Burroughs,  and  Honeywell. 

Turnkey  systems  houses  which  add  their  software  to  hardware  provided 
by  such  manufacturers  as  Digital  Equipment  Corporation  and  Hewlett- 
Packard.  These  systems  houses  are  mostly  small  and  operate  regionally. 

Other  vendors  active  in  XCS's  industry  markets  are  Martin  Marietta, 
Comserv,  NCA  Corporation,  McCormack  & Dodge,  Management 
Science  America,  and  ASK  Computer  Systems. 

KEY  PRODUCTS  AND  SERVICES 

• Ninety  percent  of  XCS's  revenue  is  derived  from  processing  services  with  10% 
coming  from  software  sales  and  a small  percentage  from  turnkey  systems. 
Software  product  sales  are  expected  to  contribute  an  increasingly  larger 
percentage  of  revenue  in  the  future. 

Processing  is  entirely  remote  computing  services,  of  which  95%  is 
interactive  and  5%  is  remote  batch. 

Most  processing  is  for  industry  specialty  applications: 


Industry  specialty 

60% 

General  business 

35 

Utility 

_5 

100% 

Remote  job  entry  is  provided  by  the  user  through  the  Xerox  1350 
intelligent  terminal  and  the  Xerox  820-1  I microcomputer. 

• Processing  services  available  are  grouped  under  the  Spectra  name  (formerly 
the  Interactive  Accounting  System)  and  include  fully  Integrated  business  and 
finance  applications  packages  for  manufacturers,  distributors,  and  cities/utili- 
ties. Individual  programs  are  shown  in  Exhibit  B. 
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EXHIBIT  B 


XCS  NETWORK  APPLICATIONS 


APPLICATION  AREA/PRODUCT  NAME 


• Operating  Environment 

- Amdahl  470/V8,  OS/VS 

- IBM  3033,  OS/VS 

— Xerox  Sigma  9,  EXEC 
— Xerox  530,  Control  Program 
— Tandem 

• Programming  Languages 

- APL 

- BASIC 

- COBOL 

- FORTRAN 

— BCC  (XCS  Proprietary) 

• Xerox  Manufacturing  System 
— Accounts  Receivable 

— Accounts  Payable 
— Capacity  Requirements  Planning 
— Factory  Data  Collection 
— Fixed  Assets 
— General  Ledger 

— Inventory  Control /Stores  Inventory 
— Master  Production  Scheduling 
— Order  Entry/Invoicing 
— Payroll/Labor  Distribution 
— Employee  Information 
— Procurement  Management 
— Sales  Management 
— Shop  Floor  Control 
— Material  Requirements  Planning 
— Cost  Planning  and  Control 


APPLICATION  AREA/PRODUCT  NAME 

• Distribution 

— Accounts  Payable 
— Accounts  Receivable 
— Fixed  /^sets 
— General  Ledger 

— Inventory  Control /Stores  Inventory 
— Order  Entry/Invoicing 
— Job  Billing 

— Payroll/Labor  Distribution 
— Employee  Information 
— Procurement  Management 
— Sales  Management 
— Distributor  Requirements  Planning 
— Factory  Data  Collection 

• Cities/Utilities 

— Accounts  Payable 
— Accounts  Receivable 
— Cost  Planning/Control 
— Fixed  /^sets 
— Fund  Accounting 
— General  Ledger 

— Inventory  Control/Stores  Inventory 
— Licensing  (Business,  PET) 

— Payroll/Labor  Distribution 
— Employee  Information 
— Procurement  Management 
— Public  Safety/Incident  Reporting 
— Service  Billing 
— Tax  Accounting 
— Parking  Citations 
— Fund  Accounting 

• General 

— Definer/Filer 
— Inquirer 
— Protector 
— Reporter 
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The  largest  revenue-producing  applications  on  the  XCS  service  are: 

. Accounts  receivable. 

. Cost  planning  and  control. 

. Inventory  control/stores  inventory. 

. Material  requirements  planning. 

. Order  entry/invoicing. 

Other  general  utilities  available  include  the  Reporter,  Inquirer,  and 
Definer/Filer. 

XCS  also  offers  its  timesharing  services  for  execution  of  custom- 
designed  programs.  The  COBOL,  FORTRAN,  BASIC,  and  APL  lan- 
guages are  available  for  this  purpose.  Consulting  and  educational 
services  are  also  available. 

• Software  is  licensed  by  XCS  and  Praxa.  Praxa  will  also  package  its  software 
with  hardware  as  a turnkey  system.  A list  of  available  software  packages  is 
presented  in  Exhibit  C. 

In  May  1981  XCS  began  licensing  its  Spectra  network  applications 
software  and  general  utilities  to  users. 

. Prepaid  licenses  range  from  $150,000  to  $350,000,  depending  on 
modules  selected.  The  systems  run  on  IBM  370,  303X,  4300,  and 
compatible  mainframes. 

. XCS  operates  a service  hot  line  called  Xerox  Remote  Assist 
Facility  for  user  problems  and  questions.  Systems  Engineering 
installs  and  instructs  users;  documentation  is  provided. 

. In  December  1982  XCS  announced  that  its  manufacturing  net- 
work applications  and  software  products  would  be  named  the 
Xerox  Manufacturing  System. 

Praxa  Corporation,  acquired  in  January  1981,  offers  interactive, 
modular  manufacturing  and  distribution  software  systems  based  on 
DEC  minicomputers. 

. The  Manufacturing  System,  with  20  installations,  was  introduced 
in  1978.  The  Distribution  System,  with  25  installations,  was 
introduced  in  the  same  year. 

. Both  systems  are  available  either  as  a software  product  or 
combined  with  DEC  hardware  as  a turnkey  system.  The  soft- 
ware operates  on  DEC  PDP-ll/34  and  larger  systems  under 
RSX-IIM  or  RSX-IIM  Plus,  or  on  VAX- 1 1/730,  750,  and  780 
systems  under  VMS. 
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EXHIBIT  C 


XCS  SOFTWARE  PRODUCTS 


• Xerox  Computer  Services 

— Spectra  (see  network  chart  for  applications) 

• Praxa  Manufacturing  System 
— Accounts  Receivable 

— Accounts  Payable 
— Cost  Accounting 
— Engineering  Data  Control 
— General  Ledger 
— Inventory  Control 
— Material  Requirements  Planning 
— Order  Entry/Invoicing 

- Payroll 

— Production  Order  Control 
— Purchase  Order 

— Capacity  Planning  and  Scheduling 
— Report  Generator 
— Sales  Analysis 

• Praxa  Distribution  System 
— Accounts  Receivable 

— Accounts  Payable 
— General  Ledger 
— Inventory  Control 
— Order  Entry/Invoicing 

- Payroll 

— Purchase  Order 
— Sales  Analysis 
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. Praxa  products  are  sold  by  XCS's  direct  soles  force  from  21 
branch  offices. 

. Praxa  became  a DEC  Authorized  Distributor  in  January  1982. 

. In  September  1982  XCS  announced  a 22%  price  reduction  for 
Praxa  software.  Installation  charges  were  reduced  34%,  dis- 
counts of  10%  to  20%  were  made  available  for  the  purchase  of 
multiple  applications,  and  a standard  price  for  file  maintenance 
software  was  established.  A 10%  discount  for  hardware  pur- 
chases was  made  available  with  multiple  software  purchases. 

• In  September  1982  XCS  announced  a major  restructuring  of  Its  processing, 
software,  and  technical  support  pricing,  effective  January  1983. 

A price  ceiling  will  be  established  biannually  for  each  customer,  set  at 
1 10%  of  the  actual  processing  averages  over  the  previous  six  months. 

Technical  support  and  consulting  prices  have  been  unbundled  from 
processing  charges,  allowing  customers  to  choose  only  those  support 
services  they  require. 

Ten  percent  of  clients'  monthly  processing  charges  will  accrue  as  a 
credit  toward  licensing  XCS  software  products.  Up  to  30%  of  the 
license  fee  can  be  applied  to  Spectra  products  and  up  to  15%  to  Praxa 
products. 

Term  discounts  of  from  5%  to  15%  are  available  on  processing  services 
agreements  of  two  years  or  more. 

Additional  savings  cover  communications  charges,  terminal  printing, 
use  of  utilities  programs,  and  installation  of  additional  applications. 

• XCS  commercial  users  range  from  single-terminal  customers  billing  $750  per 
month  to  a 175-terminal  client  billing  over  $200,000  per  month. 

The  commercial  client  base  includes  850  clients  using  over  4,200 
terminals  from  175  cities  across  40  states,  the  United  Kingdom,  and 
the  Netherlands. 

XCS  does  not  provide  the  internal  data  processing  services  of  Xerox 
Corporation.  The  19%  of  1981  revenue  from  Xerox  was  booked  in 
competition  with  other  remote  processing  companies  and  the  internal 
facility.  Contracts  included  supply  order  entry  and  manufacturing 
control  systems. 
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INDUSTRY  MARKETS 

• More  than  half  of  XCS's  revenue  Is  from  the  discrete  manufacturing  industry: 


Discrete  manufacturing  60% 

Wholesale  distribution  30 

Local  government  5 

Other  (utilities,  health  care, 
education,  and  nonprofit 
organizations)  5 


100% 


GEOGRAPHIC  MARKETS 

• Approximately  40%  of  the  company's  revenue  originates  in  California  and 
other  Western  states.  The  other  60%  is  evenly  divided  between  the  Eastern 
and  Central  U.S.  A small  percentage  of  1981  revenue  came  from  XCS  ser- 
vices to  Rank  Xerox  plants  in  the  Netherlands  and  general  services  in  England. 

• XCS  has  offices  in  Atlanta,  Boston,  Chicago,  Cherry  Hill  (NJ),  Cleveland, 
Dallas,  Greenwich,  Houston,  Jericho  (NY),  San  Diego,  Los  Angeles,  Mil- 
waukee, Minneapolis,  Philadelphia,  Phoenix,  Rochelle  Park  (NJ),  Seattle, 
South  San  Francisco,  St.  Louis,  Winston-Salem  (NC),  Venray  (Netherlands),  and 
London. 

COMPUTER  HARDWARE  AND  SOFTWARE 

• Hardware  installed  at  XCS's  three  Los  Angeles  computer  facilities  Include: 

I Amdahl  470/V8. 

3 IBM  3033s. 

I IBM  4341. 

I IBM  4331. 

8 Tandem  minicomputers. 

3 Xerox  Model  530s. 

12  Xerox  Sigma  9s. 

• XCS  has  been  converting  hardware  and  software  from  Xerox  to  IBM  and  IBM- 
compatible  equipment  since  1978. 

• XCS  operates  network  nodes  in  Atlanta,  Chicago,  Dallas,  Los  Angeles,  Ro- 
chelle Park,  San  Francisco,  and  Venray  (Netherlands). 

• Proprietary  terminals,  workstations,  and  microcomputers  available  from  XCS 
for  network  use  include: 

The  Xerox  1330  (Lear  Siegler  ADM/31  CRT  Display),  used  as  a stand- 
alone terminal  with  the  on-line  system  or  as  a remote  workstation  to 

the  Xerox  1 350. 
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The  Xerox  1340  and  I340A  (manufactured  by  Diablo),  a 30  cps  printer 
terminal  used  with  the  Xerox  1350  or  independently  as  a standalone 
typewriter. 

The  Xerox  1350  (Diablo  3200),  a terminal  with  local  intelligence  for 
distributed  processing  environments,  can  support  a combination  of  four 
1330/1340  units.  Each  can  access  a different  applications  module 
concurrently.  Printers  with  speeds  from  120  cps  to  600  Ipm  are  avail- 
able. 


. The  1350  has  enough  intelligence  to  perform  local  processing, 
word  processing,  remote  batch  entry,  and  high-speed  printing. 

In  September  1982  XCS  began  marketing  the  Xerox  820-11,  a micro- 
computer-based workstation  which  also  incorporates  standalone  capa- 
bilities. 

. The  820-11  is  capable  of  on-site  report  printing  and  simultaneous 
data  entry,  transfer  of  reports  to  local  storage,  and  printing  of 
reports  from  local  storage. 

. Optional  office  automation  software  modules  for  use  in  the 
standalone  mode  include  word  processing,  financial  modeling, 
and  business  graphics. 
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XEROX  COMPUTER  SERVICES 
5310  Beethoven  Street 
Los  Angeles,  CA  90066 
(213) 390-3461 


Haig  Bazoian,  President 
Operating  Unit  of  Xerox  Corporation 
Total  Employees:  1,200 
Total  Revenue,  Fiscal  Year  End 
12/31/80:  $75  million* 

Noncaptive  Computer  Services 
Revenue:  $60  million* 


THE  COMPANY 

• Xerox  Computer  Services  (XCS)  was  formed  in  1970  to  provide  interactive 
remote  computing  in  the  commercial  marketplace. 

Targeted  industries  are  manufacturing  (assembly  and  fabrication), 
distribution  (wholesale  durable  goods),  city  government  (population 
5,000  to  150,000),  and  utilities. 

XCS  markets  its  processing  service  to  companies  in  the  $3  to  $100 
million  range.  Arista  Manufacturing  software  products  are  designed  for 
companies  of  $50  million  and  larger  and  Praxa  turnkey  products  for 
companies  of  $10  to  $100  million. 

• XCS  is  backed  by  Xerox  Corporation,  with  1980  revenue  of  $8.2  billion  and  net 
income  of  $619  million. 

Xerox  Corporation  engages  in  the  manufacture  and  sale  of  copiers  and 
duplicators,  electronic  printing  systems,  supplies,  word  processors, 
facsimile  machines,  and  printers.  Xerox  also  owns  Western  Union  Inter- 
national. 

Xerox  is  a co-sponsor  with  Intel  and  Digital  Equipment  of  the  Ethernet 
local  area  data  network.  XCS  is  investigating  opportunities  for 
connecting  to  this  service. 

An  organization  chart  showing  XCS's  position  is  given  in  Exhibit  A. 

• XCS  1980  revenue  increased  25%  to  an  estimated  $75  million.  Noncaptive 
revenue  increased  20%  to  approximately  $60  million.  A five-year  summary 
follows: 
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EXHIBIT  A 


INFORMATION 

SYSTEMS 

GROUP 


• COPIER 
SALES 
SERVICE 
SUPPLIES 


XEROX  ORGANIZATION 


XEROX  COMPUTER  SERVICES 


XEROX  COMPUTER  SERVICES 


xcs 

FIVE-YEAR  FINANCIAL  SUMMARY  (ESTIMATE) 
($  millions) 


FISCAL  YEAR 

ITEM  ■ 

1980 

1979 

1978 

1977 

1976 

Total  revenue 

$75 

$60 

$46 

$35 

$28 

. Percent  increase 

from  previous  year 

25% 

30% 

31% 

25% 

56% 

Noncaptive  revenue 

$60 

$50 

$35 

$30 

$22 

. Percent  increase 

from  previous  year 

20% 

43% 

17% 

36% 

38% 

• XCS  spent  approximately  $7  million  in  1980  on  program  development  and 
maintenance. 


• XCS  acquired  Praxa  Corporation  in  January  1981.  Praxa's  1980  revenue  was 
approximately  $2.8  million  with  about  70  employees.  Praxa  markets  turnkey 
distribution  and  manufacturing  systems  on  DEC  minicomputers. 

XCS's  acquisition  activity  has  focused  on  expansion  of  services  to 
manufacturing  and  distribution  clients  rather  than  diversification  into 
other  application  areas. 

• XCS's  1,200  employees  are  divided  as  follows: 


Production  (computer  operations)  300 

Field  marketing,  which  includes: 

. 70  new  account  marketing  personnel. 

. 100  existing  account  representatives. 

. 330  installation  and  support  personnel.  500 

Product  development  I 50 

Miscellaneous  250 


1,200 

• XCS  views  its  major  competition  as  being  providers  of  in-house  alternatives  to 
processing  services.  Competition  comes  from  three  areas: 

Manufacturers  providing  complete  minicomputer-based  systems,  such  as 
IBM  (GSD),  Burroughs,  and  Honeywell. 

Turnkey  system  houses  which  add  their  software  to  hardware  provided 
by  such  manufacturers  as  Digital  Equipment  Corporation  and  Hewlett- 
Packard.  These  system  houses  are  mostly  small,  and  operate  regionally. 

Other  vendors  active  in  XCS's  industry  markets,  such  as  Martin 
Marietta  and  Comserv. 
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KEY  PRODUCTS  AND  SERVICES 

• XCS's  revenue  Is  derived  primarily  from  processing  services  (95%)  with  5% 
coming  from  software  sales. 

Processing  is  entirely  remote  computing  services,  of  which  95%  is 
interactive  and  5%  is  remote  batch. 

Most  processing  is  for  industry  specialty  applications; 


Industry  specialty 

60% 

General  business 

35 

Utility 

5 

100% 

Remote  job  entry  is  provided  by  the  user  through  the  Xerox  1350 
intelligent  terminal.  XCS  itself  operates  no  RJE  centers. 

• Processing  services  available  are  grouped  under  the  Interactive  Accounting 
System  (IAS)  name  and  include  business  application  packages  for  manufac- 
turers, distributors,  and  cities/utilities.  Individual  programs  are  shown  in 
Exhibit  B. 

XCS  added  a factory  data  collection  system  to  IAS  in  April  1981. 

. The  system  collects  employee  time  and  attendance,  work  orders, 
and  material  movements  which  update  other  IAS  modules  such  as 
payroll,  production  control,  and  cost  planning. 

. The  system,  using  terminals  manufactured  by  Epic  Data 
Corporation  of  British  Columbia,  can  use  input  such  as  badges, 
punch  cards,  or  bar  code  wands.  Up  to  78  terminals  can  be 
connected  to  the  Xerox  1350  which  then  communicates  with  the 
XCS  data  center. 

The  largest  revenue  producing  applications  on  the  XCS  service  are: 

. Accounts  receivable. 

. Cost  planning  and  control. 

. Inventory  control /stores  inventory. 

. Material  requirement  planning. 

. Order  entry/invoicing. 

Other  general  utilities  available  include  Reporter,  Inquirer,  and  Filer/ 
Definer. 

XCS  also  offers  its  timesharing  services  for  execution  of  custom- 
designed  programs.  The  COBOL,  FORTRAN,  BASIC,  and  APL 
languages  are  available  for  this  purpose. 
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EXHIBIT  B 

APPLICATIONS  AVAILABLE  ON  XCS  NETWORK 


APPLICATION  AREA/PRODUCT  NAME 

APPLICATION  AREA/PRODUCT  NAME 

• Operating  Environment 

• Distribution 

- Amdahl  470/V8,  OS/VS 

— Accounts  Payable 

- IBM  3033,  OS/VS 

— Accounts  Receivable 

— Xerox  Sigma  9,  EXEC 

— Fixed  Assets 

— Xerox  530,  Control  Program 

— General  Ledger 

— Inventory  Control /Stores  Inventory 

• Programming  Languages 

— Order  Entry/Invoicing 

- APL 

— Payroll 

- BASIC 

— Personnel  Information 

- COBOL 

— Procurement  Management 

- FORTRAN 

— Sales  Management 

— BCC  (XCS  Proprietary) 

• Cities/Utilities 

• Manufacturing 

— Accounts  Payable 

— Accounts  Receivable 

— Accounts  Receivable 

— Capacity  Requirement  Planning 

— Cost  Planning/Control 

— Factory  Data  Collection 

— Fixed  Assets 

— Fixed  Assets 

— Fund  Accounting 

— General  Ledger 

— General  Ledger 

— Inventory  Control /Stores  Inventory 

— Inventory  Control 

— Master  Production  Scheduling 

— Licensing  (Business,  PET) 

— Order  Entry/Invoicing 

— Payroll 

— Payroll/Labor  Distribution 

— Personnel  Information 

— Personnel  Information 

— Procurement  Management 

— Procurement  Management 

— Public  Safety/Incident  Reporting 

— Sales  Management 

— Service  Billing 

— Shop  Floor  Control 

— Tax  Accounting 

• General 

— Definer 

— Filer 

— Inquirer 

— Protector 

— Reporter 
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• Software  is  licensed  by  XCS,  Arista  Manufacturing,  and  Praxa.  Praxa  will  also 
package  its  software  with  hardware  as  a turnkey  system. 

XCS  announced  in  May  1981  it  would  offer  the  Interactive  Accounting 

System  software  and  general  utilities  to  users  on  a license  basis. 

. Prepaid  licenses  range  from  $150,000  to  $350,000  depending  on 
modules  selected. 

. XCS  will  operate  a service  hotline  called  Xerox  Remote  Assist 
Facility  for  user  problems  and  questions.  Systems  Engineering 
installs  and  instructs  users;  documentation  is  provided. 

. Minimum  hardware  requirements  are  IBM  4331  or  equivalent 
with  one  megabyte  main  memory,  700  megabytes  disk,  tape, 
printer,  and  console. 

Arista  Manufacturing,  acquired  in  1977,  offers  a series  of  manu- 
facturing software  applications. 

. Systems  operate  on  IBM  360/370  and  larger  mainframes.  In  June 
i98l,  this  was  extended  to  include  Hewlett-Packard  HP-3000 
minicomputers.  Applications  available  are  given  in  Exhibit  C. 

. Arista  markets  its  products  independently  from  XCS. 

. Arista  provides  classes  and  workshops  on  the  use  of  its  appli- 

cation products,  especially  capacity  planning,  master  scheduling, 
materials  planning,  and  shop  floor  control. 

Praxa  Corporation,  acquired  in  January  1981,  offers  both  a manufac- 
turing and  a distribution  software  system  based  on  DEC  minicomputers. 

. The  Manufacturing  System,  with  10  installations,  was  introduced 
in  1978.  The  Distribution  System,  with  20  installations,  was 
introduced  in  the  same  year.  Applications  available  are  given  in 
Exhibit  C. 

. Both  systems  are  available  either  as  a software  product  or 
combined  with  DEC  hardware  as  a turnkey  system.  The  software 
operates  on  DEC  PDP-I  1/34  and  larger  under  RSX-I  IM  or  VAX 
750  and  780  under  RMS-I  IK  machines. 

. XCS  announced  in  June  1981  that  Praxa  products  would  be  sold 
by  XCS's  direct  sales  force  from  21  branch  offices. 

• XCS  commercial  users  range  from  single  terminal  customers  billing  $1,500  per 
month,  to  50  terminal  locations  billing  over  $50,000  per  month. 
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EXHIBIT  C 


SOFTWARE  AVAILABLE  FROM  XCS 


• Xerox  Computer  Services 

— Interactive  Processing  System  (see 
network  chart  for  applications) 

— Operating  Requirements  - IBM 
4331  and  Larger 

• Arista  Manufacturing  Systems 
— Arista  Telecommunications 

Access  Method  (ATCAM) 

— Capacity  Requirements  Planning 
— Cost  Management  System 
— Historical  Forecasting 
— Inventory  Control  Records 
— Manufacturing  Standards 
— Master  Production  Scheduling 
— Material  Requirement  Planning 
— Procurement  Management 
— Simulated  Requirements  Planning 
— Shop  Floor  Control 
— Operating  Requirements  - IBM  360/ 
370  and  Larger,  HP  3000 

• Praxa  Manufacturing  System 
— Accounts  Receivable 

— Accounts  Payable 
— Cost  Accounting 


• Praxa  Manufacturing  Systems  (Cont.) 
— Engineering  Data  Control 
— General  Ledger 
— Inventory 

— Material  Requirement  Planning 
— Order  Entry/Invoicing 
— Payroll 

— Production  Order  Control 
— Purchase  Order 
— Report  Generator 
— Sales  Analysis 

— Operating  Requirements  - DEC  PDP-1 1 
and  VAX 

• Praxa  Distribution  System 
— Accounts  Receivable 
— Accounts  Payable 
— General  Ledger 
— Inventory 
— Order  Entry 
— Invoicing 
— Payroll 
— Purchase  Order 
— Sales  Analysis 

— Operating  Requirements  - DEC  PDP-11 
and  VAX 
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The  commercial  client  base  includes  850  clients  using  over  4,200 
terminals  from  175  cities  across  40  states,  the  United  Kingdom,  and  the 
Netherlands. 

XCS  does  not  provide  the  internal  data  processing  services  of  Xerox 
Corporation.  The  20%  of  1980  revenue  from  Xerox  was  booked  in 
competition  with  other  remote  processing  companies  and  the  internal 
facility.  Contracts  included  supply  order  entry  and  manufacturing 
control  systems. 

INDUSTRY  MARKETS 

• More  than  half  of  XCS's  revenue  is  from  the  discrete  manufacturing  industry: 


- 

Discrete  manufacturing 

60% 

- 

Wholesale  distribution 

30 

- 

Local  government 

5 

- 

Other 

5 

100% 

GEOGRAPHIC  MARKETS 

• Approximately  40%  of  the  company's  revenue  originates  in  California  and 
other  Western  states.  The  other  60%  is  evenly  divided  between  the  Eastern 
and  Central  U.S.  XCS  does  not  yet  derive  any  significant  revenue  from  either 
the  Mountain  States  or  from  international  sources. 

• A small  percentage  of  1981  revenue  will  come  from  XCS  services  to  Rank 
Xerox  plants  in  the  Netherlands  and  general  services  in  England. 

• XCS  has  offices  in  Atlanta,  Boston,  Chicago,  Cherry  Hill  (NJ),  Cleveland, 
Dallas,  Greenwich,  Houston,  Jericho  (NY),  Los  Angeles,  Milwaukee, 
Minneapolis,  Philadelphia,  Phoenix,  Rochelle  Park  (NJ),  Seattle,  South  San 
Francisco,  St.  Louis,  Tustin  (CA),  Winston-Salem  (NC),  Westchester  County 
(NY),  Ven  Ray  (Holland),  and  London. 

• Arista  Manufacturing  Systems  and  Praxa  Corporation  are  headquartered  at 
Winston-Salem  (NC)  and  Cherry  Hill  (NJ),  respectively. 

COMPUTER  HARDWARE 

• Hardware  installed  at  XCS's  three  Los  Angeles  computer  facilities  include: 

I Amdahl  470/ V8. 

3 IBM  3033s. 

8 Tandem  minicomputers. 

3 Xerox  Model  530s. 

12  Xerox  Sigma  9s. 
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• XCS  has  been  converting  hardware  and  software  from  Xerox  to  IBM  and  IBM- 
compatible  equipment  since  1978. 

• XCS  operates  network  nodes  in  Atlanta,  Chicago,  Dallas,  Los  Angeles, 
Rochelle  Park,  San  Francisco,  and  Ven  Ray  (Netherlands).  Minicomputers  at 
the  computer  center  send  multiplexed  signals  to  node  minicomputers. 

Clients  with  CRT  or  printer  terminals  run  individual  lines  to  the  nearest 
node. 

Clients  using  the  Xerox  1350  terminal  receive  multiplexed  signals 
directly  from  the  node,  sharing  only  one  line  among  the  terminal  and  its 
four  attached  workstations. 

• Proprietary  terminals  available  from  XCS  for  network  use  include: 

The  Xerox  1330  (Lear  Siegler  ADM/31  CRT  Display),  a standalone 
terminal  with  the  on-line  system  or  as  a remote  workstation  to  the 
Xerox  1 350. 

The  Xerox  1340  (manufactured  by  Diablo),  a 30  cps  printer  terminal 
used  with  the  Xerox  1350  or  independently  as  a standard  typewriter. 

The  Xerox  1350  (Diablo  3200),  a terminal  with  local  intelligence  for 
distributed  processing  environments  which  can  support  a combination  of 
four  1330/1340  units.  Each  can  access  a different  application  module 
concurrently.  Printers  with  speeds  from  120  cps  to  600  Ipm  are 
available. 

. The  1350  has  enough  intelligence  to  perform  local  processing, 
word  processing,  remote  batch  entry,  and  high-speed  printing. 
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XEROX  COMPUTER  SERVICES  Haig  Bazoian,  President 

5310  Beethoven  Street  Operating  Unit  of  Xerox  Corporation, 

Los  Angeles,  CA  90066  Stamford,  CT 

(213)  390-3461  Total  Employees:  1,110 

Total  Revenues,  Fiscal  Year  End 
12/31/79:  $60  Million  (Est.) 
Non-captive  Computer  Services 
Revenues:  $50  Million  (Est.) 


THE  COMPANY 

• Xerox  Computer  Services  (XCS)  was  founded  in  I 970  to  provide  interactive 
remote  computing  services  (RCS)  to  small-  and  medium-sized  customers  in 
three  major  markets. 

Manufacturers  (assembly  and  fabrication). 

Distributors  (wholesale  - mainly  durable  goods). 

Public  agencies  (cities  with  populations  between  5,(K)0  and  150,000,  and 

utilities). 

• Management  claims  it  is  one  of  the  major  vendors  providing  interactive  RCS 
to  the  discrete  manufacturing  industry,  and  has  the  second  largest  number  of 
functioning  materials  requirements  planning  (MRP)  installations  in  the  U.S. 

• In  addition  to  on-line  services,  the  company  markets  packaged  software, 
consulting,  and  education  services,  mainly  for  the  manufacturing  industry. 

• XCS  is  backed  by  a strong  parent  corporation.  Xerox  Corporation  had  $7 
billion  in  revenues  and  $563  million  in  net  earnings  ($6.69  per  share)  in  1979. 
XCS  revenues  increased  30%  between  1978  and  1979,  from  $46  million  to  $60 
million.  I960  revenues  are  expected  to  reach  $80  million.  A five-year  financial 
summary  follows: 
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xcs 

FIVE-YEAR  FINANCIAL  SUMMARY  (ESTIMATE) 
($  MILLIONS) 


..____^CAL  YEAR 

ITEM  ^ -....^ 

1979 

1978 

1977 

1976 

1975 

Total  revenue 
. Percent  increase 

$60 

$46 

$35 

$28 

$18 

from  previous 
year 

30% 

31% 

25% 

56% 

38% 

Non-captive  revenue 
. Percent  increase 

$50 

$35 

$30 

$22 

$16 

from  previous 
year 

43% 

17% 

36% 

38% 

N/A 

• In  the  fourth  quarter  of  1977,  Xerox  Corporation  acquired  Arista  Manufac- 
turing Systems  of  Winston-Salem  (NC),  and  established  it  as  a subsidiary  of 
XCS.  In  1979,  Arista  contributed  about  $2  million  to  XCS  revenues. 

• An  organization  chart,  showing  XCS  and  Arista  Manufacturing  in  relation  to 
Xerox  Corporation,  is  given  in  Exhibit  A. 

• In  addition  to  the  strong  support  provided  by  its  parent,  XCS  sees  its  major 
strengths  in  its: 

Richness  of  applications  software. 

Long-time  industry  specialization  and  focus. 

Well-trained  staff  knowledgeable  in  special  industries. 

Extensive  network  which  serves  the  needs  of  multilocation,  multina- 
tional clients. 

• Among  its  1,110  employees,  the  breakdown  is  as  follows: 
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EXHIBIT  A 

XEROX  COMPUTER  SERVICES 
ORGANIZATIONAL  CHART 
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• MANUFACTURING 
SOFTWARE 


COMPANY  HIGHLIGHT/XEROX  COMPUTER  SERVICES 


COMPANY  HIGHLIGHT/XEROX  COMPUTER  SERVICES 


Production  (computer  operations) 

300 

Field  marketing,  which  includes: 

365 

. 75  new  account  marketing  personnel. 

. 45  existing  account  representatives. 

. 245  installation  and  support  personnel. 

Product  development 

125 

Miscellaneous 

320 

1,110 


• XCS  views  its  major  competitors  as  providers  of  in-house  alternatives  to  its 
RCS  service.  These  are  in  three  groups: 

The  first  group  includes  those  manufacturers  who  provide  complete 
systems  based  on  minicomputers;  e.g.,  IBM  (GSD),  Basic/Four,  Bur- 
roughs, and  Honeywell. 

The  second  group  includes  the  turnkey  system  houses  which  add  their 
own  software  to  hardware  provided  by  such  manufacturers  as  Digital 
Equipment  Corporation  and  Data  General.  These  system  houses  are 
mostly  small,  and  operate  regionally. 

The  third  group  includes  other  RCS  vendors  active  in  XCS's  industry 
markets;  e.g.,  Keydata,  Martin  Marietta,  and  Comserv. 


KEY  PRODUCTS  AND  SERVICES 

• XCS  revenues  are  derived  from  processing  services  (95%),  and  the  sale  of 
software  products  (5%). 

• Processing  services  are  entirely  remote  computing  services,  95%  of  which  are 
interactive,  and  5%  of  which  are  remote  batch. 

There  are  no  RJE  locations  as  such.  The  RJE  capability  comes  with  the 
use  of  the  XCS  model  1350  intelligent  terminal,  which  is  a Diablo  3200 
small  computer  with  a communications  port. 

There  are  about  75  of  these  model  1350  terminals  installed. 

• Most  of  the  processing  services  (60%)  are  for  industry  specialty  applications: 
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- 

General  business 

39% 

- 

Industry  specialty 

60 

- 

Utility 

1 

100% 


• Over  1.5  million  lines  of  applications  code  now  exist.  The  company  spends 
more  than  $3  million  each  year  in  program  development  and  maintenance. 

Most  of  the  company's  software  is  grouped  under  the  name  of  Inter- 
active Accounting  System  (IAS),  its  comprehensive  business  applications 
package  for  manufacturers  and  distributors.  Exhibit  B highlights  the 
individual  programs  included  in  IAS,  as  well  as  the  industry  sectors  most 
likely  to  use  them.  Clients  select  individual  programs  to  suit  their 
needs. 

The  largest  revenue-producing  applications  on  the  XCS  network  are; 

. Order  entry/invoicing. 

. Inventory  control/stores  inventory. 

. Accounts  receivable. 

. Material  requirements  planning  (MRP). 

. Cost  planning  and  control. 

Other  packages,  nonspecific  to  individual  applications,  include  Report- 
er, Inquirer,  and  Filer/Definer; 

. Reporter  is  an  English  language  report  writer  which  enables 
users  to  create  their  own  output  reports. 

. Inquirer  is  a simple  tool  for  users  to  make  complex  inquiries  of 
the  data  base  by  pulling  information  out  of  many  different  files 
with  a single  request. 

. Filer/Definer  is  a level  beyond  Reporter  in  terms  of  complexity. 
Users  can  get  unusual  or  unique  reports  by  redefining  file 
content.  It  works  on  the  same  basic  principles  as  a data  base 
management  system. 

• In  addition  to  specialty,  market-oriented  software,  XCS  offers  its  customers 
general  timesharing  services  to  execute  custom-designed  programs  on  a large 
mainframe  computer. 

COBOL,  FORTRAN,  BASIC,  and  APL  languages  are  available  for  this 
purpose. 
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EXHIBIT  B 

XEROX  COMPUTER  SERVICES 
IAS  APPLICATION  SOFTWARE 


BUSINESS  APPLICATIONS: 

MANU- 

FACTUR- 

ING 

DISTRI- 

BUTION 

PUBLIC 

SERVICES 

ORDER  ENTRY/INVOICING 

X 

X 

INVENTORY  CONTROL/STORES  INVENTORY 

X 

X 

X 

ACCOUNTS  RECEIVABLE 

X 

X 

X 

SALES  MANAGEMENT 

X 

X 

ACCOUNTS  PAYABLE 

X 

X 

X 

GENERAL  LEDGER 

X 

X 

X 

MATERIAL  REQUIREMENTS  PLANNING  (MRP) 

X 

COST  PLANNING  AND  CONTROL 

X 

X 

CAPACITY  REQUIREMENTS  PLANNING 

X 

SHOP  FLOOR  CONTROL 

X 

MASTER  PRODUCTION  SCHEDULING 

X 

FIXED  ASSETS 

X 

X 

X 

PAYROLL/LABOR  DISTRIBUTION 

X 

X 

X 

PROCUREMENT  MANAGEMENT 

X 

X 

X 

SERVICE  BILLING 

X 

PUBLIC  SAFETY/INCIDENT  REPORTING 

X 

TAX  ACCOUNTING 

X 

FUND  ACCOUNTING 

X 

LICENSING  (BUSINESS,  PET) 

X 

PERSONNEL  INFORMATION 

X 

X 

X 

THE  REPORTER® 

X 

X 

X 

UTILITY  APPLICATIONS  (INQUIRER, 

X 

DEFINER/FILER,  PROTECTOR) 

X 

X 

GENERAL  TIMESHARING  (COBOL,  BASIC, 

APL,  FORTRAN  TEXT,  FINANCIAL 
PACKAGES) 

X 

X 

X 
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• The  Arista  subsidiary  markets  manufacturing  applications  software  for  medi- 
um and  large  IBM  mainframes,  and  for  the  Hewlett-Packard  HP3000. 

Arista  also  has  an  Education  and  Consulting  Division,  a three-man  group 
charged  with  giving  public  seminars  on  manufacturing  control;  e.g., 
master  scheduling,  capacity  management,  shop  floor  control,  and  mate- 
rials management. 

• XCS  commercial  users  range  in  size  from  single-terminal  customers  with 
billings  of  $750  per  month,  to  client  billings  of  over  $50,000  per  month  for  53 
terminal  locations. 

• The  outside  customer  base  consists  of  over  800  clients,  using  more  than  3,500 
terminals,  in  over  160  cities  throughout  40  states. 

Some  15%  of  XCS  revenues  come  from  the  parent  corporation,  which 
uses  a large  XCS  supply  order  entry  system,  and  manufacturing  control 
system  products  and  services. 


INDUSTRY  MARKETS 

• More  than  half  of  XCS's  revenues  are  from  the  discrete  manufacturing 
industry  sector; 


- 

Discrete  manufacturing 

55% 

- 

Wholesale  distribution 

25 

- 

Local  government 

15 

- 

Other 

5 

100% 

GEOGRAPHIC  MARKETS 

• Approximately  40%  of  the  company's  revenues  originate  in  the  Pacific  Coast 
Region  of  the  U.S.  - mainly  California.  The  other  60%  is  evenly  divided 
between  the  Eastern  and  Central  U.S.  XCS  does  not  currently  derive  any 
significant  revenues  from  either  the  Mountain  States  or  other  countries. 

• In  I960,  some  small  percentage  of  revenues  will  come  from  Europe  as  a result 
of  XCS  providing  services  to  Rank  Xerox  plants  in  the  Netherlands.  Service 
will  also  be  extended  to  England.  In  the  future,  XCS  will  derive  increasing 
commercial  revenues  from  these  countries. 
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• XCS  has  U.S.  offices  in  Atlanta,  Boston,  Chicago,  Cleveland,  Dallas,  Green- 
wich, Houston,  Jericho  (NY),  Los  Angeles,  Milwaukee,  Philadelphia,  Phoenix, 
Rochelle  Park  (NJ),  Seattle,  South  San  Francisco,  St.  Louis,  Tustin  (CA),  and 
Westchester  County  (NY).  Arista  Manufacturing  Systems  has  its  own  sales 
office  in  Winston-Salem  (NC). 


COMPUTER  HARDWARE 

• The  company's  primary  computer  facility  is  in  Los  Angeles,  and  has  15  Sigma 
computers  (10  Xerox  Sigma  9,  and  5 Xerox  Sigma  7),  3 Xerox  530s,  and  an  IBM 
3033,  with  a total  on-line  customer  data  base  of  more  than  18  billion 
characters. 

• In  addition,  XCS  branch  offices  have  computers  which  are  used  as  communi- 
cations concentrators  and  printer  drivers: 

8 Xerox  Sigma  3. 

1 2 Xerox  Model  530. 

• Migration  to  large,  IBM  System  370-compatible  mainframes  began  in  1978,  and 
is  proceeding  gradually.  An  IBM  3033  is  already  installed,  and  another  3033  is 
on  order.  All  future  hardware  equipment  will  be  IBM-compatible. 

• Two  proprietary  terminals  are  available  from  XCS  for  use  by  its  RCS 
customers: 

Xerox  1340. 

. Thirty  characters  per  second.  Effective  speed  45  cps  or  more 
because  of  auto  tab  and  backward  and  forward  printing.  Buf- 
fered I/O,  automatic  re-transmission  of  erroneous  characters. 
The  1340  readily  accepts  CRT  display  devices  and  is  manufac- 
tured by  Diablo,  a Xerox  company. 

Xerox  1 350. 

. For  distributed  processing  applications.  Prints  at  120  cps  (more 
than  four  times  faster  than  the  industry  standard  for  typewriter- 
like terminals).  Has  integral  CRT  and  work  station,  plus  four 
floppy  disk  storage  units.  Can  be  used  as  a standard  Xerox 
Computer  Services  communications  terminal  or  as  a General 
Time-Sharing  data  entry/inquiry  terminal.  The  1350  is  also 
manufactured  by  Diablo. 

• Services  are  delivered  via  XCS's  communications  network,  consisting  of  over 
100,000  miles  of  telephone  lines.  The  network  is  divided  approximately  evenly 
between  interstate  and  intrastate  circuits.  The  XCS  network  serves  160  U.S. 
cities. 
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All  clients  access  the  system  through  30  cps  and  120  cps  terminals,  either  hard 
copy  (95%  are  error-checking  Xerox  1340s)  or  CRTs. 

Terminals  connect  to  FDM  or  TDM  eguipment  at  Xerox  communications  sites. 
The  FDM/TDM  units  transmit  to  Xerox  530s  at  six  branch  data  centers; 
Atlanta,  Chicago,  Dallas,  Los  Angeles,  Rochelle  Park,  and  San  Francisco.  The 
530s  act  as  message  concentrators  and  front-end  processors  in  communication 
with  the  host  computers  and  the  customer's  data  base. 

XCS  performs  all  of  its  own  hardware  and  software  diagnostics  and  mainten- 
ance. 
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XEROX  COMPUTER  SERVICES 
5310  Beethoven  Street 
Los  Angeles,  CA  90066 
(213) 306-4000 


Haig  Bazoian,  President 
Operating  Unit  of  Xerox  Corporation 
Total  Employees:  1,000 
Total  Revenue,  Fiscal  Year  End 
12/31/81:  $89,000,000* 

Noncaptive  Computer  Services 
Revenue:  $72,000,000* 


THE  COMPANY 

• Xerox  Computer  Services  (XCS)  was  formed  in  1970  to  provide  interactive 
remote  computing  in  the  commercial  marketplace. 

Targeted  industries  are  manufacturing  (assembly  and  fabrication), 
distribution  (wholesale  durable  goods),  city  government  (population 
5,000  to  500,000),  and  utilities. 

XCS  currently  markets  processing  services,  software  packages,  and 
Xerox  terminals  and  820-1  I personal  computers  to  companies  in  the  $3 
to  $100  million  range.  DEC  based  software  and  turnkey  products  are 
designed  for  companies  with  $10  to  $100  million  of  revenue. 

• XCS  is  backed  by  Xerox  Corporation  with  1981  revenue  of  $8.5  billion  and  net 
income  of  $598  million.  Xerox  Corporation  had  revenue  of  $6.2  billion  and  net 
income  of  $370  million  for  the  nine  months  ending  September  1982. 

Xerox  Corporation  manufactures  and  sells  copiers  and  duplicators, 
electronic  printing  systems,  supplies,  word  processors,  facsimile 
machines,  and  printers. 

. In  June  1982  Xerox  sold  its  Western  Union  International  opera- 
tion to  MCI  Communications  Corporation. 

. The  company  is  currently  concluding  proceedings  for  the 
acquisition  of  Crum  and  Forster,  a property-liability  insurance 
company  with  $1.9  billion  in  1981  revenue. 

Xerox  Is  a co-sponsor  with  Intel  and  Digital  Equipment  of  the  Ethernet 
local  area  data  network.  XCS  is  investigating  opportunities  for  con- 
necting to  this  service. 

An  organization  chart  showing  XCS's  position  is  given  In  Exhibit  A. 
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XEROX  ORGANIZATION 
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XEROX  COMPUTER  SERVICES 


XEROX  COMPUTER  SERVICES 


• XCS  1981  revenue  increased  19%  to  an  estimated  $89  million.  Noncaptive 
revenue  increased  20%  to  approximately  $72  million.  A five-year  revenue 
summary  follows: 


XCS 

FIVE-YEAR  REVENUE  SUMMARY  (ESTIMATE) 
($  millions) 


FISCAL  YEAR 

ITEM 

1981 

1980 

1979 

1978 

1977 

Total  revenue 

$89 

$75 

$60 

$46 

$35 

. Percent  increase 

from  previous  year 

19% 

25% 

30% 

31% 

25% 

Noncaptive  revenue 

$72 

$60 

$50 

$35 

$30 

. Percent  increase 

from  previous  year 

20% 

20% 

43% 

17% 

36% 

• XCS  spent  approximately  $7  million  in  1981  on  program  development  and 
maintenance. 


• XCS  acquired  Praxa  Corporation,  headquartered  in  Cherry  Hill  (NJ),  in 
January  1981.  Praxa's  1980  revenue  was  approximately  $2.8  million  with 
about  70  employees.  Praxa  markets  software  and  turnkey  distribution  and 
manufacturing  systems  on  DEC  minicomputers. 

• In  January  1982  XCS  sold  its  Arista  Manufacturing  Systems  Division  to 
Management  Science  America,  Inc.  (MSA).  MSA  agreed  to  pay  XCS  $4  million 
during  1982  and  to  assume  certain  obligations  under  existing  customer  con- 
tracts. XCS  agreed  to  pay  MSA  $2.4  million  during  1982  to  complete  develop- 
ment of  certain  software  packages  required  to  be  furnished  under  these  con- 
tracts. 


Arista,  based  in  Winston-Salem  (NC),  markets  manufacturing  manage- 
ment applications  software  for  use  on  IBM  and  plug-compatible  main- 
frames. XCS  sold  the  operation  because  it  had  developed  similar 
manufacturing  applications  in-house  and  decided  to  expand  on  those 
products  rather  than  rely  on  Arista. 

Arista,  with  revenue  in  the  $2  to  $3  million  range,  has  approximately 
70  employees. 
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• XCS's  1 ,000  employees  are  divided  as  follows: 


Production  (computer  operations)  190 

Field  marketing,  which  includes: 

. 75  new  account  marketing  personnel 
. 30  existing  account  representatives 
. 36  installation  and  support  personnel  465 

Product  development  100 

Miscellaneous  245 


1,000 

• XCS  views  its  major  competition  as  being  providers  of  in-house  alternatives  to 
processing  services.  Competition  comes  from  three  areas: 

Manufacturers  providing  complete  minicomputer-based  systems,  such 
as  IBM,  Burroughs,  and  Honeywell. 

Turnkey  systems  houses  which  add  their  software  to  hardware  provided 
by  such  manufacturers  as  Digital  Equipment  Corporation  and  Hewlett- 
Packard.  These  systems  houses  are  mostly  small  and  operate  regionally. 

Other  vendors  active  in  XCS's  industry  markets  are  Martin  Marietta, 
Comserv,  NCA  Corporation,  McCormack  & Dodge,  Management 
Science  America,  and  ASK  Computer  Systems. 

KEY  PRODUCTS  AND  SERVICES 

• Ninety  percent  of  XCS's  revenue  is  derived  from  processing  services  with  10% 
coming  from  software  sales  and  a small  percentage  from  turnkey  systems. 
Software  product  sales  are  expected  to  contribute  an  increasingly  larger 
percentage  of  revenue  in  the  future. 

Processing  is  entirely  remote  computing  services,  of  which  95%  is 
interactive  and  5%  is  remote  batch. 

Most  processing  is  for  industry  specialty  applications: 


Industry  specialty 

60% 

General  business 

35 

Utility 

_5 

100% 

Remote  job  entry  is  provided  by  the  user  through  the  Xerox  1350 
intelligent  terminal  and  the  Xerox  820-1 1 microcomputer. 

• Processing  services  available  are  grouped  under  the  Spectra  name  (formerly 
the  Interactive  Accounting  System)  and  include  fully  integrated  business  and 
finance  applications  packages  for  manufacturers,  distributors,  and  cities/utili- 
ties. Individual  programs  are  shown  in  Exhibit  B. 
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EXHIBIT  B 


XCS  NETWORK  APPLICATIONS 


APPLICATION  AREA/PRODUCT  NAME 


• Operating  Environment 

- Amdahl  470/V8,  OS/VS 

- IBM  3033,  OS/VS 

— Xerox  Sigma  9,  EXEC 
— Xerox  530,  Control  Program 
— Tandem 

• Programming  Languages 

- APL 

- BASIC 

- COBOL 

- FORTRAN 

— BCC  (XCS  Proprietary) 

• Xerox  Manufacturing  System 
— Accounts  Receivable 

— Accounts  Payable 
— Capacity  Requirements  Planning 
— Factory  Data  Collection 
— Fixed  Assets 
— General  Ledger 

— Inventory  Control /Stores  Inventory 
— Master  Production  Scheduling 
— Order  Entry/Invoicing 
— Payroll/Labor  Distribution 
— Employee  Information 
— Procurement  Management 
— Sales  Management 
— Shop  Floor  Control 
— Material  Requirements  Planning 
— Cost  Planning  and  Control 


APPLICATION  AREA/PRODUCT  NAME 

• Distribution 

— Accounts  Payable 
— Accounts  Receivable 
— Fixed  Assets 
— General  Ledger 

— Inventory  Control /Stores  Inventory 
— Order  Entry/Invoicing 
— Job  Billing 

— Payroll/Labor  Distribution 
— Employee  Information 
— Procurement  Management 
— Sales  Management 
— Distributor  Requirements  Planning 
— Factory  Data  Collection 

• Cities/Utilities 

— Accounts  Payable 
— Accounts  Receivable 
— Cost  Planning/Control 
— Fixed  Assets 
— Fund  Accounting 
— General  Ledger 

— Inventory  Control /Stores  Inventory 
— Licensing  (Business,  PET) 

— Payroll/Labor  Distribution 
— Employee  Information 
— Procurement  Management 
— Public  Safety/Incident  Reporting 
— Service  Billing 
— Tax  Accounting 
— Parking  Citations 
— Fund  Accounting 

• General 

— Definer/Filer 
— Inquirer 
— Protector 
— Reporter 
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The  largest  revenue-producing  applications  on  the  XCS  service  are: 

. Accounts  receivable. 

. Cost  planning  and  control. 

. Inventory  control/stores  Inventory. 

. Material  requirements  planning. 

. Order  entry/invoicing. 

Other  general  utilities  available  include  the  Reporter,  Inquirer,  and 
Definer/Filer. 

XCS  also  offers  its  timesharing  services  for  execution  of  custom- 
designed  programs.  The  COBOL,  FORTRAN,  BASIC,  and  APL  lan- 
guages are  available  for  this  purpose.  Consulting  and  educational 
services  are  also  available. 

• Software  is  licensed  by  XCS  and  Praxa.  Praxa  will  also  package  its  software 
with  hardware  as  a turnkey  system.  A list  of  available  software  packages  is 
presented  in  Exhibit  C. 

In  May  1981  XCS  began  licensing  its  Spectra  network  applications 
software  and  general  utilities  to  users. 

. Prepaid  licenses  range  from  $150,000  to  $350,000,  depending  on 
modules  selected.  The  systems  run  on  IBM  370,  303X,  4300,  and 
compatible  mainframes. 

. XCS  operates  a service  hot  line  called  Xerox  Remote  Assist 
Facility  for  user  problems  and  questions.  Systems  Engineering 
installs  and  instructs  users;  documentation  Is  provided. 

. In  December  1982  XCS  announced  that  its  manufacturing  net- 
work applications  and  software  products  would  be  named  the 
Xerox  Manufacturing  System. 

Praxa  Corporation,  acquired  in  January  1981,  offers  interactive, 
modular  manufacturing  and  distribution  software  systems  based  on 
DEC  minicomputers. 

. The  Manufacturing  System,  with  20  installations,  was  introduced 
in  1978.  The  Distribution  System,  with  25  installations,  was 
introduced  in  the  same  year. 

. Both  systems  are  available  either  as  a software  product  or 
combined  with  DEC  hardware  as  a turnkey  system.  The  soft- 
ware operates  on  DEC  PDP-ll/34  and  larger  systems  under 
RSX-IIM  or  RSX-IIM  Plus,  or  on  VAX- 1 1/730,  750,  and  780 
systems  under  VMS. 
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EXHIBIT  C 


XCS  SOFTWARE  PRODUCTS 


• Xerox  Computer  Services 

— Spectra  (see  network  chart  for  applications) 

• Praxa  Manufacturing  System 
— Accounts  Receivable 

— Accounts  Payable 
— Cost  Accounting 
— Engineering  Data  Control 
— General  Ledger 
— Inventory  Control 
— Material  Requirements  Planning 
— Order  Entry/Invoicing 
— Payroll 

— Production  Order  Control 
— Purchase  Order 

— Capacity  Planning  and  Scheduling 
— Report  Generator 
— Sales  Analysis 

• Praxa  Distribution  System 
— Accounts  Receivable 

— Accounts  Payable 
— General  Ledger 
— Inventory  Control 
— Order  Entry/Invoicing 
— Payroll 
— Purchase  Order 
— Sales  Analysis 
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. Praxa  products  are  sold  by  XCS's  direct  sales  force  from  21 
branch  offices. 

. Praxa  became  a DEC  Authorized  Distributor  in  January  1982. 

. In  September  1982  XCS  announced  a 22%  price  reduction  for 
Praxa  software.  Installation  charges  were  reduced  34%,  dis- 
counts of  10%  to  20%  were  made  available  for  the  purchase  of 
multiple  applications,  and  a standard  price  for  file  maintenance 
software  was  established.  A 10%  discount  for  hardware  pur- 
chases was  made  available  with  multiple  software  purchases. 

• In  September  1982  XCS  announced  a major  restructuring  of  its  processing, 
software,  and  technical  support  pricing,  effective  January  1983. 

A price  ceiling  will  be  established  blannually  for  each  customer,  set  at 
1 10%  of  the  actual  processing  averages  over  the  previous  six  months. 

Technical  support  and  consulting  prices  have  been  unbundled  from 
processing  charges,  allowing  customers  to  choose  only  those  support 
services  they  require. 

Ten  percent  of  clients'  monthly  processing  charges  will  accrue  as  a 
credit  toward  licensing  XCS  software  products.  Up  to  30%  of  the 
license  fee  can  be  applied  to  Spectra  products  and  up  to  15%  to  Praxa 
products. 

Term  discounts  of  from  5%  to  15%  are  available  on  processing  services 
agreements  of  two  years  or  more. 

Additional  savings  cover  communications  charges,  terminal  printing, 
use  of  utilities  programs,  and  installation  of  additional  applications. 

• XCS  commercial  users  range  from  single-terminal  customers  billing  $750  per 
month  to  a 175-terminal  client  billing  over  $200,000  per  month. 

The  commercial  client  base  includes  850  clients  using  over  4,200 
terminals  from  175  cities  across  40  states,  the  United  Kingdom,  and 
the  Netherlands. 

XCS  does  not  provide  the  internal  data  processing  services  of  Xerox 
Corporation.  The  19%  of  1981  revenue  from  Xerox  was  booked  in 
competition  with  other  remote  processing  companies  and  the  internal 
facility.  Contracts  included  supply  order  entry  and  manufacturing 
control  systems. 
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INDUSTRY  MARKETS 

• More  than  half  of  XCS's  revenue  is  from  the  discrete  manufacturing  industry: 


Discrete  manufacturing  60% 

Wholesale  distribution  30 

Local  government  5 

Other  (utilities,  health  care, 
education,  and  nonprofit 
organizations)  5 


100% 


GEOGRAPHIC  MARKETS 

• Approximately  40%  of  the  company's  revenue  originates  in  California  and 
other  Western  states.  The  other  60%  Is  evenly  divided  between  the  Eastern 
and  Central  U.S.  A small  percentage  of  1981  revenue  came  from  XCS  ser- 
vices to  Rank  Xerox  plants  in  the  Netherlands  and  general  services  in  England. 

• XCS  has  offices  in  Atlanta,  Boston,  Chicago,  Cherry  Hill  (NJ),  Cleveland, 
Dallas,  Greenwich,  Houston,  Jericho  (NY),  San  Diego,  Los  Angeles,  Mil- 
waukee, Minneapolis,  Philadelphia,  Phoenix,  Rochelle  Park  (NJ),  Seattle, 
South  San  Francisco,  St.  Louis,  Winston-Salem  (NC),  Venray  (Netherlands),  and 
London. 

COMPUTER  HARDWARE  AND  SOFTWARE 

• Hardware  installed  at  XCS's  three  Los  Angeles  computer  facilities  include; 

I Amdahl  470/V8. 

3 IBM  3033s. 

I IBM  4341. 

I IBM  4331. 

8 Tandem  minicomputers. 

3 Xerox  Model  530s. 

1 2 Xerox  Sigma  9s. 

• XCS  has  been  converting  hardware  and  software  from  Xerox  to  IBM  and  IBM- 
compatible  equipment  since  1978. 

• XCS  operates  network  nodes  in  Atlanta,  Chicago,  Dallas,  Los  Angeles,  Ro- 
chelle Park,  San  Francisco,  and  Venray  (Netherlands). 

• Proprietary  terminals,  workstations,  and  microcomputers  available  from  XCS 
for  network  use  include; 

The  Xerox  1330  (Lear  Siegler  ADM/31  CRT  Display),  used  as  a stand- 
alone terminal  with  the  on-line  system  or  as  a remote  workstation  to 

the  Xerox  1 350. 
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The  Xerox  1340  and  I340A  (manufactured  by  Diablo),  a 30  cps  printer 
terminal  used  with  the  Xerox  1350  or  Independently  as  a standalone 
typewriter. 

The  Xerox  1350  (Diablo  3200),  a terminal  with  local  intelligence  for 
distributed  processing  environments,  can  support  a combination  of  four 
1330/1340  units.  Each  can  access  a different  applications  module 
concurrently.  Printers  with  speeds  from  120  cps  to  600  1pm  are  avail- 
able. 


. The  1350  has  enough  intelligence  to  perform  local  processing, 
word  processing,  remote  batch  entry,  and  high-speed  printing. 

In  September  1982  XCS  began  marketing  the  Xerox  820-11,  a micro- 
computer-based workstation  which  also  incorporates  standalone  capa- 
bilities. 

. The  820-11  is  capable  of  on-site  report  printing  and  simultaneous 
data  entry,  transfer  of  reports  to  local  storage,  and  printing  of 
reports  from  local  storage. 

. Optional  office  automation  software  modules  for  use  in  the 
standalone  mode  include  word  processing,  financial  modeling, 
and  business  graphics. 
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XEROX  COMPUTER  SERVICES 
5310  Beethoven  Street 
Los  Angeles,  CA  90066 
(213)  390-3461 


Haig  Bazoian,  President 
Operating  Unit  of  Xerox 
Corporation,  Stamford  CT 
Total  employees:  650 

Total  computer  services  sales, 
12/31/77:  $a0, 600,-000* 




THE  COMPANY 


• Xerox  Computer  Services  (XCS)  was  founded  in  1970  to  provide  inter- 
active remote  computing  services  to  small  and  medium-sized  manufac- 
turers, wholesalers,  local  governments,  and  utilities.  It  now  has 
more  than  500  users,  primarily  manufacturers. 

• It  claims  to  be  the  major  force  in  providing  time  sharing  services 
to  the  discrete  manufacturing  industry.  Major  competitors  are 
Itel  Data  Services,  Automatic  Data  Processing,  and  Keydata. 


• A sales  and  support  force  of  350  appears  to  be  well  trained  in  both 
the  targeted  industries  and  the  applications  provided. 


XCS  is  backed  by  a strong  parent  corporation.  Xerox  Corporation 
has  $4.4  billion  revenues  and  $358.9  million  net  earnings  ($4.51 
per  share)  in  1976.  First  quarter  1977  revenues  were  $1.19  billion, 
up  15%  over  first  quarter  1976;  net  earnings  were  up  12%  to  $91.6 
million.  XCS  revenues  increased  36%  between  EYE  1976  and  FYE  1977 


r'uM 


9t) 


The  company  recently  announced  that  Xerox  Corporation,  on  behalf  of 
XCS,  had  reached  an  agreement  in  principle  to  acquire  ARISTA 
Manufacturing  Systems  of  North  Carolina.  ARISTA,  with  FYE  1976 
revenues  of  approximately  $1.5  million,  markets  manufacturing 
applications  software  packages  for  medium  and  large  IBM  mainframes. 
The  acquisition,  expected  to  reach  completion  this  month,  will  allow 
XCS  to  enter  a new  segment  of  the  manufacturing  marketplace. 


KEY  PRODUCTS  AND  SERVICES 


• One  hundred  percent  of  XCS  services  are  interactive  remote  computing 
services.  Software  packages  will  be  added  in  the  future  if  the 
ARISTA  acquisition  is  completed  . 


* 
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• The  company's  primary  product  is  its  Interactive  Accounting 

System  (IAS).  With  more  then  500  users  currently,  IAS  has  grown 
600%  since  1973.  It  offers  distribution  and  manufacturing  users 
the  following  services:  general  ledger,  accounts  payable,  accounts 

receivable,  sales  management,  inventory  control,  sales  order  entry 
and  billing,  payroll,  and  labor  distribution. 

• Manufacturing  users  are  also  offered  bill  of  materials  processing 
material  requirements  planning,  master  scheduling,  capacity 
planning,  production  control,  and  variance  accounting. 

• XCS  has  used  the  IAS  packages  to  develop  a product  which  offers 
city  planning,  fire,  safety,  census,  and  some  accounting  services 
to  public  agencies. 


APPLICATIONS : XCS  products  are  primarily  (84%)  for  general  business 

application.  Another  15%  are  for  specialty  application  by  public 
agencies.  The  remaining  1%  are  scientific  and  engineering  applications 
which  XCS  has  recently  begun  to  offer  existing  general  business 
users.  They  include  general  timesharing  jobs  utilizing  COBOL,  APL, 
FORTRAN,  and  BASIC. 

INDUSTRY  MARKETS  Approximately  56%  of  XCS  revenues  are  derived  from 
the  discrete  manufacturing  industry,  26%  from  wholesale  distributors, 
15%  from  public  agencies  and  municipalities  and  utilities,  and  3%  from 
other  industry  groups. 


GEOGRAPHIC  MARKETS 


• Approximately  half  of  the  company's  revenues  are  produced  by  the 
pacific  Coast  region  of  the  U.S.  The  other  half  are  evenly  divided 
between  the  Eastern  and  Central  U.S.  XCS  does  not  derive  any 
revenues  from  either  the  U.S.  Mountain  States  region  or  other 
countries . 

• XCS  has  offices  in  Chicago,  Cleveland,  Dallas,  Houston,  Jericho  (NY) , 
Los  Angeles,  Milwaukee,  Philadelphia,  Rochelle  Park  (NJ) , San  Diego, 
and  South  San  Francisco. 
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COMPUTER  HARDWARE  AND  SOFTWARE 

• The  company's  primary  computer  facility  in  Los  Angeles  has  33 
Sigma  computers  with  a total  on-line  customer  data  base  of  more 
than  12  billion  characters.  The  mainframes  are: 

Xerox  Sigma  9's 
5 Xerox  Sigma  7's 
8 Xerox  Sigma  3's 
- 12  Xerox  Model  530 's 

• In  addition,  five  XCS  branch  offices  have  smaller  computers  and 
high  speed  print  capability. 
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XEROX  DESKTOP  SOFTWARE  Larry  Gerhard,  President 

9745  Business  Park  Ave  Wholly  Owned  Subsidiary  of  Xerox 

San  Diego,  CA  92131  Corporation 

(619)695-7891  Total  Employees:  200* 


*INPUT  estimate 

The  Company 

Xerox  Desktop  Software  (XDS),  a wholly  owned  subsidiary  of 
Xerox  Corporation,  was  formed  in  1990  to  market  Ventura 
Software  Inc.'s  Ventura  Publisher^  products.  XDS  also  markets 
Columbia  Software  Inc.'s  FormBase. 

XDS  purchased  Ventura  Software  Inc.  of  Salinas  (CA)  in  March 
1990.  Ventura  developed  the  Ventura  Publisher  System,  a 
desktop  publishing  system.  XDS  formerly  had  a marketing 
agreement  with  Ventura. 

XDS'  position  within  Xerox  Corporation  is  shown  in  the 
accompanying  organizational  chart. 

INPUT  estimates  that  XDS  has  approximately  200  employees. 
XDS'  major  competitors  include  Aldus,  Quark,  and  Delrina. 

Key  Products  and 
Services 

XDS  offers  the  Ventura  Publishing  System.  It  is  currently 
compatible  with  only  the  GEM  operating  system;  future  releases 
will  support  WINDOWS,  OS/2  Presentation  Manager,  and  the 
Macintosh.  Professional  Extension  adds  the  capabilities  of 
interactive  table  creation,  equation  editing,  vertical  justification, 
and  cross  referencing.  The  Network  Server  allows  multiple  users 
to  share  resources  including  hard  disks,  printers,  and  scanners. 

XDS  has  a marketing  agreement  with  Columbia  Software  Inc. 
(Northridge,  CA)  to  market  FormBase,  a forms  data  base  software 
package  based  on  Microsoft  WINDOWS.  The  system  is  targeted 
at  end  users  and  resellers  in  government,  insurance,  finance,  and 
other  forms-intensive  markets. 

Support  services  offered  by  XDS  include  centralized  support, 
training,  software  fixes,  consulting,  hotline,  and  upgrades. 
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XDS  does  not  currently  offer  site  licensing  agreements. 


XDS  markets  Ventura  Publisher  and  FormBase  cross-industry. 


XDS  is  headquartered  in  San  Diego  (CA)  and  has  a U.S.  regional 
office  in  Chicago  (IL). 

XDS  has  international  offices  in  Europe,  Australia,  China, 
Canada,  and  Latin  America. 
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COMPANY  PROFILE 


XYVISION,  INC. 

101  Edgewater  Drive 
Wakefield,  MA  01880 
(617)  245-4100 


The  Company 


Laurence  S.  Liebson,  Chairman  and  CEO 
Terry  Fagin,  President  and  COO 
1291  Public  Corporation,  NASDAQ 

Total  Employees:  270 
Total  Revenue,  Fiscal  Year  End 
3/31/90:  $30,173,000 


Xyvision,  Inc.,  founded  in  1981,  designs  and  markets  open- 
architecture  systems  for  publishing,  document  management,  color 
design,  and  prepress  production.  These  systems  are  used  in  a 
range  of  technical,  business,  and  graphics  arts  applications. 

In  September  1989,  Xyvision  announced  a port  of  its  publishing 
software  to  run  on  UNIX  workstations  manufactured  by  DEC  and 
a redesign  of  its  proprietary  software  product  to  operate  within 
open-architecture  computing  environments. 

• These  two  announcements,  in  combination,  represented  a 
significant  departure  from  the  company's  past  business  strategy. 
Until  that  time,  Xyvision  publishing  software  had  only  been 
available  to  run  on  proprietary  hardware  manufactured  by 
Xyvision. 

• With  the  announcement,  Xyvision  began  to  concentrate  its 
development  and  marketing  activities  primarily  on  software  and 
associated  systems  integration  and  customization  services. 

In  response  to  a significant  decrease  in  system  revenues  (primarily 
caused  by  the  change  in  strategy)  during  the  first  half  of  fiscal 
1990,  Xyvision  management  implemented  a corporate 
restructuring  program  in  the  second  quarter  of  fiscal  1990.  The 
actions,  which  included  a reduction  in  the  work  force  and  a 
consolidation  of  certain  operations,  resulted  in  a charge  of  $2.2 
million  to  fiscal  1990  results. 

Xyvision's  fiscal  1990  revenue  was  $30.2  million,  a 35%  decrease 
from  fiscal  1989  revenue  of  $46.3  million.  Net  losses  were  nearly 
$20.5  million,  compared  to  net  income  of  $2.5  million  for  fiscal 
1989.  A five-year  financial  summary  follows: 
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XYVISION,  INC. 

FIVE-YEAR  FINANCIAL  SUMMARY 
($  millions,  except  per  share  data) 


FiSCAL  YEAR 

ITEM 

3/90 

3/89 

3/88 

3/87 

3/86 

Revenue 

• Percent  increase 

$30.2 

$46.3 

$34.8 

$26.8 

$12.9 

(decrease)  from 
previous  year 

(35%) 

33% 

30% 

107% 

N/A 

Income  (loss)  before  taxes 
• Percent  increase 

$(20.5) 

(a) 

$1.4 

$(0.2) 

$4.6 

$0.1 

(decrease)  from 

previous  year 

* 

* 

(105%) 

* 

N/A 

Net  income  (loss) 

• Percent  increase 

$(20.5) 

$2.5 

(b) 

$(0.2) 

$4.2 

$0.1 

(decrease)  form 

previous  year 

(933%) 

* 

(106%) 

* 

N/A 

Earnings  (loss)  per  share 
• Percent  increase 

$(3.53) 

$0.43 

$(0.04) 

$0.75 

$0.02 

(decrease)  from 
previous  year 

(921%) 

* 

(105%) 

* 

N/A 

* Percent  change  exceeds  1,000%. 

(a)  Includes  a restructuring  charge  of  $2.2  million. 

(b)  Includes  an  extraordinary  gain,  after  taxes,  of  over  $1.2  million  from  the  early  retirement  of  debt. 


Xyvision  management  attributes  revenue  declines  in  fiscal  1990 
both  to  deferrals  of  customer  purchasing  decisions  as  customers 
await  the  company's  new  Parlance™  open-architecture  systems 
and  to  weak  domestic  spending  on  information  technology. 

• The  company  expects  the  weakness  in  the  demand  for  its 
systems  to  continue  at  least  until  its  new  Parlance  systems 
commence  volume  shipments  in  the  middle  of  fiscal  1991. 

During  fiscal  1990,  Xyvision  incurred  significant  development 
expenses  for  its  new  Parlance  product  line,  which  is  based  on 
UNIX-based  RISC  computing  technology  from  DEC. 

• Research  and  development  expenses,  including  capitalized 
software  development  costs,  were  approximately  $9  million 
(30%  of  revenue)  in  fiscal  1990,  $9.6  million  (21%  of  revenue) 
in  fiscal  1989,  and  $7.8  million  (22%  of  revenue)  in  fiscal  1988. 
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Key  Products  and 
Services 


Marketing,  general,  and  administrative  expenses  were  $21.1 
million  (70%  of  revenue)  in  fiscal  1990,  $19.1  million  (41%  of 
revenue)  in  fiscal  1989,  and  $15.7  million  (45%  of  revenue)  in 
fiscal  1988. 

Revenue  for  the  three  months  ending  June  30,  1990  was  $6.7 
million,  an  18%  decrease  from  $8.2  million  for  the  same  period  in 
1989.  Net  losses  were  $2.9  million,  compared  to  net  losses  of  $3.6 
million  for  the  same  period  a year  ago. 

As  of  March  31,  1990,  Xyvision  had  279  employees,  segmented  as 
follows: 


Marketing  and  sales  56 

Customer  support,  training, 
and  documentation  73 

Research  and  development  78 

Manufacturing  and  operations  19 

International  operations  21 

Finance,  administration, 
and  other  32 


279 


Xyvision's  competitors,  by  market  area,  include  the  following: 

• Corporate  publishing:  Principal  competitors  include  Context, 
Datalogics,  IBM,  Interleaf,  and  Xerox 

• Publishing  services:  Competitors  include  Agfa,  Atex,  CCI 
Europe,  Miles  33,  and  Penta  Systems 

• Color  design  and  production:  Competitors  include  Barco/Disc, 
Crosfield,  DuPont,  Hell,  Pump,  and  Scitex 


Approximately  66%  of  Xyvision's  fiscal  1990  revenue  was  derived 
from  integrated  systems  and  34%  from  associated  support  services. 
A three-year  summary  of  source  of  revenue  follows: 
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XYVISION,  INC. 

THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

3/90 

3/89 

3/88 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

Systems 

$20.0 

66% 

$36.4 

79% 

$27.0 

78% 

Service 

10.2 

34% 

7.6 

16% 

4.5 

13% 

Rent  and  royalties  (a) 

- 

- 

2.3 

5% 

3.3 

9% 

TOTAL 

$30.2 

100% 

$46.3 

100% 

$34.8 

100% 

(a)  Includes  revenue  from  a license  agreement  with  Linotype  AG. 


As  of  March  31,  1990,  Xyvision  had  sold  approximately  600 
professional  publishing  and  color  production  systems,  compared  to 
500  systems  sold  as  of  March  31, 1989. 

Xyvision's  publishing  systems  integrate  writing,  editing,  illustration, 
design,  and  production  functions.  Xyvision's  Integrated  Publishing 
System  (IPS)  software  composes  and  paginates  text  and  graphics, 
manages  document  data  bases,  controls  and  facilitates  workflow, 
and  prepares  materials  for  printing  or  electronic  distribution. 

« Within  major  corporations,  Xyvision  software  and  systems 
interface  with  engineering,  manufacturing,  and  other 
management  information  systems  to  assemble,  review,  format, 
and  disseminate  product  information.  This  information 
typically  takes  the  form  of  maintenance  manuals,  product 
catalogs,  price  books,  and  marketing  materials. 

• In  commercial  printing  and  publishing  organizations,  Xyvision 
systems  are  used  to  produce  books,  journals,  magazines, 
catalogs,  directories,  and  other  publications. 

• Xyvision  systems  combine  various  applications  performed  at 
individual  workstations  or  personal  computers  with  servers  that 
provide  enhanced  processing  power  as  well  as  access  to  shared 
computing  resources. 
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• Parlance,  announced  in  September  1989,  is  a family  of  open- 
architecture  publishing  systems  based  on  a client-server  model 
geared  toward  network,  multivendor  computing  environments. 
The  new  architecture  is  designed  to  exchange  text,  images,  and 
other  data  with  a wide  variety  of  hardware,  operating  systems, 
windowing  environments,  and  applications. 

• Xyvision  IPS  3.0  software  operates  on  DEC  UNIX-based  RISC 
workstations  and  servers  as  well  as  on  Xyvision-manufactured 
workstations  and  servers. 

As  a result  of  the  1988  acquisition  of  Contex  Graphics  Systems, 

Inc.,  Xyvision  also  provides  the  Contex  family  of  color  design  and 

production  Silicon  Graphics-based  turnkey  systems. 

• Contex  systems  automate  full-color  design,  stripping,  and  page 
assembly  operations  for  a variety  of  commercial  applications, 
including  packaging,  brochures,  catalogs,  and  other  printed 
material. 

• Contex  systems  and  support  services  contributed  30%  to  fiscal 
1990  revenue. 


Xyvision's  fiscal  1990  revenue  was  derived  approximately  as 
follows: 

• Approximately  40%  of  revenue  was  derived  from  major 
industrial  companies  for  corporate  publishing  applications, 
including  product  documentation,  maintenance  manuals, 
product  catalogs,  price  books,  and  marketing  materials. 
Customers  in  this  segment  include  AT&T,  Ashton-Tate, 

Boeing,  Cummins  Engine,  Ford  Motor,  Fujitsu,  General 
Electric,  Grumman,  GTE,  Maury,  McDonnell  Douglas,  Merck, 
Mitsubishi,  Raytheon,  Sikorsky  Aircraft,  Unisys,  and  Westland 
Helicopters. 

• Approximately  30%  of  revenue  was  derived  from  commercial 
publishers  and  printers  that  produce  a variety  of  printed  matter, 
including  books,  journals,  magazines,  catalogs,  financial 
documents,  and  marketing  collateral.  Customers  include 
American  Institute  of  Physics,  Butterworths,  The  William  Byrd 
Press,  Chemical  Abstracts,  The  Christian  Science  Publishing 
Society,  the  Clarinda  Company,  G.K.  Hall/Macmillan, 

Harcourt  Brace  Jovanovich,  C.  Leggett  and  Sons,  Maruboshi, 
McGraw-Hill  Publishing,  Packard  Press,  Ringier  America, 
Time-Life  Books,  and  Times  Graphics. 
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' Approximately  30%  of  revenue  was  derived  from  commercial 
trade  shops,  engravers,  converters,  and  other  firms  that  use 
color  electronic  prepress  technology  for  packaging,  brochures, 
catalogs,  posters,  and  other  printed  collateral.  Customers  in 
this  segment  include  Barcrest,  Coca-Cola  USA,  Colgate- 
Palmolive,  Field  Packaging,  The  Gillette  Company, 
Impac/Vivicolor,  James  River,  Leon  Richman  Design,  Lever 
Bros.,  Lincoln  Graphics,  Southern  Gravure  Service, 
Steinau/Fisher,  and  Techtron  Graphic  Arts. 


Geographic  Approximately  77%  of  Xyvision's  fiscal  1990  revenue  was  derived 

Markets  from  the  U.S.  and  23%  from  international  sources.  A three-year 

summary  of  source  of  revenue  follows: 

XYVISION,  INC. 

THREE-YEAR  GEOGRAPHIC  SOURCE  OF  REVENUE  SUMMARY 

($  millions)  «i 


FISCAL  YEAR 

3/90 

3/89 

3/88 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

U.S. 

$23.2 

77% 

$37.9 

82% 

$29.4 

85% 

Western  Europe 

5.3 

18% 

6.4 

14% 

4.5 

13% 

Asia 

1.0 

3% 

1.3 

3% 

0.7 

2% 

Australia 

0.7 

2% 

0.7 

1% 

” 

~ 

Other 

- 

-- 

- 

- 

0.2 

- 

TOTAL 

$30.2 

100% 

$46.3 

100% 

$34.8 

100% 

U.S.  sales/services  offices  are  located  in  New  York  (NY), 
Alexandria  (VA),  Rolling  Meadows  (IL),  Livonia  (MI),  and  Irvine 
(CA).  The  company's  Customer  Education  Center  is  located  in 
Peabody  (MA). 

International  headquartered  are  located  in  England.  The 
company  also  had  distributors  in  Australia,  Belgium,  Denmark, 
France,  Finland,  Holland,  Hong  Kong,  Italy,  Japan,  Malaysia, 
Norway,  Singapore,  Sweden,  Switzerland,  and  West  Germany. 
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COMPANY  PROFILE 


XYVISION,  INC 

101  Edgewater  Drive 
Wakefield,  MA  01880 
(617)  245-4100 


Laurence  S.  Liebson,  Chairman  and  CEO 
James  W.  Sole,  President 
Public  Corporation,  OTC 
Total  Employees:  280 
Total  Revenue,  Fiscal  Year  End 
3/31/87:  $26,804,722 


THE  COMPANY 

• Xyvision,  Inc.  designs,  manufacturers,  and  markets  computer-integrated 
publishing  turnkey  systems.  The  company  markets  its  products  to  commercial 
printers,  publishers,  typesetters,  and  corporate  and  in-house  printing,  publish- 
ing, and  technical  documentation  departments  within  business,  manufacturing, 
educational,  and  government  organizations.  Xyvision's  primary  market  thrust 
is  directed  at  publishing  professionals  who  need  rapid  turnaround  of  typo- 
graphic quality,  multi-page  documents. 

Xyvision,  Inc.  was  incorporated  in  Delaware  in  1981  and  commenced 
operations  in  March  1982. 

The  company  sold  its  first  system  in  October  1983  and  through  fiscal 
I 987  had  sold  approximately  230  systems. 

• In  July  1986,  Xyvision  made  an  initial  public  offering  of  approximately  1.7 
million  shares  of  common  stock.  Net  proceeds  of  approximately  $20.3  million 
have  been  used  for  working  capital  to  meet  operating  expenses  and  to  finance 
the  purchase  of  capital  equipment. 

• Fiscal  1987  revenue  was  $26.8  million,  a 107%  increase  over  fiscal  1986 
revenue  of  nearly  $13  million.  Net  income  reached  $4.2  million,  compared  to 
net  income  of  $74,000  for  fiscal  1986.  A four-year  financial  summary  follows: 
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FOUR-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


' — ---^^^Rscal  Year 

Item 

3/87 

3/86 

3 /85(a) 

2/84 

Revenue 

$ 26,805 

$ 12,953 

$ 4,198 

$ 1,209 

. Percent  increase 

from  previous  year 

107% 

(b) 

(b) 

N/A 

Income  (loss)  before 

taxes 

. Percent  change 

$ 4,569 

$ 74 

$ (4,621) 

$ (3,735) 

from  previous  year 

(c) 

(b) 

(b) 

N/A 

Net  income  (loss) 

. Percent  change 

$ 4,246 

$ 74 

$ (4,621) 

$ (3,735) 

from  previous  year 

(c) 

(b) 

(b) 

N/A 

Earnings  (loss)  per 

share 

. Percent  change 

$ 0.75 

$ 0.02 

$ (1.30) 

$ (1.47) 

from  previous  year 

(c) 

(b) 

(b) 

N/A 

(a) 


The  company  changed  i^ts  fiscal  year  end  from  February  28  to  March  31, 

^ ^ ^ I financials  are  for  the  13-month  period 

ending  March  3 1,  I 985.  Revenues  and  net  losses  for  the  month  ending  March 
31,  1985  were  $283,000  and  $449,000,  respectively. 


(b)  Results  not  comparable. 


(c)  Percent  change  exceeds  1,000%. 


Research  and  development  expenditures  were  approximately  $4.4  million 
of  revenue)  in  fiscal  \987,  $3  million  (23%  of  revenue)  in  fiscal  1986,  an< 
million  (67%  of  revenue)  in  fiscal  1985. 


(13% 

$2.8 


Revenue  for  the  three  months  ending  June  30,  1987  reached  $7.5  million, 
$5.1  million  for  the  same  period  in  1986.  Net  income  was 
$244,000,  compared  to  net  income  of  $791,000  for  the  same  period  a year  ago. 


Management  attributes  lower  than  anticipated  results  to  the  delay  of 
certain  orders  that  were  to  be  shipped  during  the  quarter. 


As  of  March  31,  1987,  Xyvision  had  280  employees,  segmented  as  follows: 
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Marketing  and  sales 
Customer  support,  training. 

63 

and  documentation 

91 

Research  and  development 

62 

Manufacturing  and  operations 

25 

International  operations 

1 1 

Finance  and  administration 

28 

280 

• Xyvision's  competitors,  by  market  area,  include  the  following; 

Commercial  printing  and  publishing  markets:  Principal  competitors  are 
traditional  typesetting  systems  suppliers,  including  Compugraphic 
Corporation,  Atex,  Inc.,  Penta  Systems  International,  Inc.,  Datalogics 
Inc.,  Miles  33  PLC,  and  Bedford  Computer  Systems,  Inc. 

Corporate  and  in-house  printing  and  publishing  markets:  Competitors 
include  vendors  mentioned  above  and  newer  market  entrants,  including 
Xerox  Corporation,  Eastman  Kodak  Company,  Interleaf  Inc.,  Intergraph 
Corporation,  Context  Inc.,  and  Texet  Corporation. 

KEY  PRODUCTS  AND  SERVICES 

• One  hundred  percent  of  Xyvision's  fiscal  1987  revenue  was  derived  from  its 
computer-integrated  publishing  systems  and  associated  support  services. 

• Xyvision's  systems  are  best  suited  for  the  preparation  and  production  of  books, 
journals,  technical  and  service  manuals,  magazines,  and  directories  where 
groups,  rather  than  individuals,  produce  a document.  These  documents  and 
publications  generally  have  complex  typographic  requirements  and  range  from 
50-250  pages  in  length,  with  some  documents  exceeding  1,000  pages. 

The  systems  are  used  to  create  and  integrate  all  elements  of  a docu- 
ment electronically— text,  graphics,  photographic  images,  and  style  and 
layout  Information.  An  operator  can  interactively  compose,  paginate, 
review,  and  edit  text  and  graphics  to  produce  finished  pages  on  a high- 
resolution  workstation.  In  this  way  the  proper  typeface,  graphics,  and 
layout  can  be  viewed  before  the  page  appears  in  print. 

A Xyvision  modular  system  typically  consists  of  one  or  more  file  and 
peripheral  servers,  one  or  more  workstations,  and  proprietary  soft- 
ware. Optional  peripherals,  such  as  laser  printers,  image  scanners/digi- 
tizers, phototypesetters,  input/output  devices,  and  other  graphic  arts 
equipment  are  attached  to  each  file  and  peripheral  server. 

The  system  is  built  around  the  concept  of  a node,  a cluster  of  operators 
and  equipment  supported  by  a file  and  peripheral  server.  These  nodes 
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can  be  linked  together  so  that  data  bases  and  peripherals  can  be 
shared.  Each  system  node  is  designed  to  serve  from  2-11  users 
clustered  around  a file  and  peripheral  server,  sharing  data  bases  and 
peripherals. 

Text  and  graphics  can  either  be  created  on  a Xyvision  system  or 
captured  from  the  user's  existing  text  and  graphics  input  equipment, 
such  as  workstations,  microcomputers,  image  scanners/digitizers, 
CAD/CAM  systems,  and  mainframes. 

Xyvision  software  is  written  in  C and  runs  on  the  UNIX  System  V 
operating  system. 


. Software  includes  a main  composition/pagination  package,  and 
interactive  screen  editor,  a document  style  editor  and  graphics 
editors  for  both  digitized  photographs  and  line  art,  and  various 
communications  utilities. 

Each  Xyvision  file  and  peripheral  server  incorporates  one  or  more 
Motorola  68000  series  processors. 

. The  FPS/85  series  is  for  multi-user,  high-volume  applications. 
Model  10  is  designed  for  68010  series  processors  and  Model  20  is 
for  68020  series  processors. 

. The  FPS/95  series  is  for  integration  of  text,  scanned  line  art, 
and  continuous  tone  photographs.  Model  10  is  designed  for 
68010  series  processors  and  Model  20  is  for  68020  series  proces- 
sors. 

Workstations  available  for  Xyvision  systems  include  the  following: 

Xyview'^’^is  a high  resolution,  high  performance,  WYSIWYG 
("what-you-see-is-what-you-get"),  interactive  graphic  display 
workstation  that  incorporates  a dedicated  Motorola  68000  series 
32-bit  microprocessor  and  a proprietary  10  MIPS  bit  slice 
graphics  processor. 

. The  Xytexf  “ is  a lower  cost,  full  function  text  editing  and 
composition  workstation  that  allows  operators  to  format, 
compose,  review,  and  recompose  text  in  background  or  interac- 
tively. 

. An  IBM  PC  can  also  be  used  as  a full  function  text  editing, 
composition,  and  pagination  workstation. 

Xyvision  systems  are  designed  to  integrate  a user's  investment  in 
existing  equipment  and  systems.  A Xyvision  installation  can  be  con- 
figured to  accept  data  files  created  on  other  systems,  such  as  those 
manufactured  by  Atex,  Inc.,  Compugraphic  Corporation,  Wang  Labora- 
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torles,  NBI,  Auto-trol  Technology,  Computervision,  IBM,  ECRM,  and 
ImagiTex.  Fully  composed,  paginated  documents  can  then  be  produced 
on  laser  printers  and  phototypsetters  such  as  those  manufactured  by 
Xerox,  Canon,  Compugraphic  Corporation,  Linotype  Company,  Mono- 
type Ltd.,  and  Autologic. 

The  price  for  a typical  configuration  with  six  workstations,  a laser 
printer,  support  for  word  processing  input,  and  on-line  connection  to  a 

approximately  $200,000.  Prices  range  from 
5100,000  for  a standalone,  one-terminal  system,  to  over  $1  million  for 
a large,  multi-user  configuration. 

• In  June  I 986,  Xyvision  entered  into  a development  and  license  agreement  with 
Linotype  AG,  a supplier  of  photocomposition  systems,  to  develop  a new  net- 
work-oriented  workstation  and  a new  networked  file  and  peripheral  server. 
Linotype  has  been  granted  the  right  to  manufacturer  and  market  the  products 
under  a non-exclusive,  non-transferable  license. 

INDUSTRY  MARKETS 

• The  company  markets  its  products  to  commercial  printers,  publishers,  type- 
setters, and  corporate  in-house  printing,  publishing,  and  technical  documen- 
tation departments  within  business,  manufacturing,  educational,  and  govern- 
ment organizations.  Xyvision's  primary  market  thrust  is  directed  at  users  that 
need  rapid  turnaround  of  typographic  quality,  multi-page  documents. 

In  the  commercial  publishing  environment,  the  company's  systems  are 
used  primarily  by  book  and  periodical  printers  and  publishers,  financial 
printers,  electronic  publishing  service  bureaus,  and  typesetting  trade 
shops. 

Corporate  in-house  printing  and  publishing  departments  use  computer 
integrated  publishing  systems  for  a wide  variety  of  documents  and 
publications,  including  service,  repair,  and  technical  manuals;  product 
manuals;  research  reports;  directories;  and  catalogs. 

• Xyvision  clients,  by  market  area,  include  the  following; 

Technical  Documentation:  McDonnell  Douglas;  Boeing;  Cummings 

Engine  Company,  Inc.;  Ford  Motor  Company;  General  Electric 
Company;  Hughes  Aircraft  Company;  Lockheed  Electronics  Company; 
Messerschmitt-Boelkow-Blohm  GmbH;  RCA  Corporation;  Rockwell 
International  Corporation;  Sundstrand  Corporation;  Ashton-Tate;  Bolt 
Beranek  & Newman,  Inc.;  Cullinet,  Inc.;  Index  Technology  Corporation; 
nnovative  Software,  Inc.;  Leading  Edge  Software  Products,  Inc.;  and 
Lotus  Development  Corporation.  Xyvision  systems  produce  high-qual- 
ity documentation  for  computers  and  electronic  products  at  AT&T 
Network  Systems;  AT&T  Technologies,  Inc.;  International  Computers 
Ltd.;  and  Unisys  Corporation. 
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Books  and  Magazines:  McGraw-Hill  Book  Company;  American-Strat- 
ford  Graphics  Services,  Inc.;  Braun-Brumfield,  Inc.;  The  William  Byrd 
Press,  'ncMHar court,  Brace,  Jovanovich,  Inc.;  Macmillan,  Inc.;  Review 
and  Herald  Publishing  Association;  and  Time-Life  Books,  Inc. 


Financial,  Legal,  and  Government:  Fidelity  Investments;  The  First 

Boston  Corporation;  Paine  Webber  Inc.;  and  Value  Line,  Inc.  Commer- 
cial printers  and  publishers  include  American  Financial  Printing,  Inc.; 
Daniels  Printing  Company;^  Journal  Record  Publishing;  and  Packard 
Press _ Corporation.  In  addition,  government  printers  currently  usinq 
Xyvision  systems  include  Bureau  of  the  Census;  Centers  for  Disease 
^ontrol;  Geological  Survey;  Government  Printing  Office  (Finland); 
National  Center  for  Health  Statistics;  and  State  of  California. 


Conrinriercial  Typesetting:  The  William  Byrd  Press;  C&C  Associates; 
Daniels  Printmg  Company;  R.R.  Donnelly  & Sons  Company;  Maury 
Imprimeries;  The  Nimrod  Press;  Renaissance  Printing,  Inc.;  Waverly 
Press,  Inc.;  and  Yamamota  Industries  Co.,  Ltd. 

During  fiscal  1987,  Xyvision  has  signed  major  contracts  with  Unisys  Corpora- 
tion  ($6  rmlhon),  McDonnell  Douglas  Corporation  ($4  million),  various  General 
Llectric  Corporation  operating  units  (over  $3  million),  McGraw-Hill  Book 
Company  (nearly  $2  mi  lion).  International  Computers,  Ltd.,  Messerschmitt- 
Boelkow-Blohm,  and  Fujitsu. 


During  fiscal  1987,  no  single  customer 
Xyvision's  total  revenue. 


accounted  for  more  than  5%  of 


In  fiscal  1986,  three  divisions  of  AT&T  accounted  for  36%  of  the 
company's  total  revenue. 

customers  individually  accounted  for  12%,  11% 
and  I0^  of  total  revenue.  ’ 

GEOGRAPHIC  MARKETS 


Approximately  84%  of  Xyvision's  fiscal 
U.S.  and  16%  from  international  sources, 
revenue  fol  lows  ($  thousands); 


1987  revenue  was  derived  from  the 
A further  breakdown  of  source  of 


3/87 

3/86 

3/85 

U.S. 

$22,489 

$1  1,067 

$3,599 

Western  Europe 

3,682 

1,383 

339 

Asia 

376 

401 

Other 

258 

102 

260 

Total 

$26,805 

$12,953 

$4, 1 98 
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• Xyvision  has  U.S.  sales/service  offices  in  Wakefield  (MA),  New  York  City, 
Alexandria  (VA),  Atlanta  (GA),  Chicago  (IL),  and  Culver  City  (CA). 

• The  company's  international  sales  and  support  headquarters  are  located  in 
England  at  Xyvision,  Ltd.,  the  company's  wholly-owned  subsidiary. 

Xyvision  products  are  distributed  outside  the  U.S.  and  England  through 
independent  distributors  covering  Belgium,  Denmark,  France,  Germany, 
Italy,  Japan,  the  Netherlands,  Norway,  Singapore,  and  Sweden. 
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President  & CEO:  Timothy  Koogle 

3400  Central  Expressway  #201 
Santa  Clara,  CA  95051 
Phone:  (408)  731-3300 
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Internet:  http://www.yahoo.com 
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Status:  Public 

Employees:  101  (8/96) 

Revenue,  6 mos.  ended  6/30/96:  $5,007,000 


Company  Description 

Yahoo!  Inc.,  founded  in  1995,  develops  and 
maintains  Yahoo!,  a branded  Internet 
navigational  service  used  for  information  and 
discovery  on  the  World  Wide  Web. 

Yahoo!  is  a context-based  directory  structure 
that  permits  users  to  search  for  information 
on  line  within  interest-area  categories,  as  well 
as  a Web-wide  search  engine  that  is 
integrated  within  the  Yahoo!  dii’ectory  service. 

The  company  offers  these  services  free  of 
charge  to  Web  users. 


Yahoo!  believes  that  by  providing  a branded 
“navigational  gateway”  to  Internet  resources 
and  a familiar  context  for  user  navigation, 
Yahoo!  is  well  positioned  to  capitalize  on  the 
emergence  of  the  Web  as  a new  advertising 
medium. 

In  April  1996,  Yahoo!  made  an  initial  public 
offering  of  2.6  million  shares,  generating  $31.4 
million  for  the  company. 

Organization  and  Structure 

Yahoo!  is  headquartered  in  Santa  Clara  (CA). 

The  company  also  operates  a European  office, 
Yahoo  Europe,  in  London. 

Key  executives  are  listed  on  the  following 
page. 
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Yahoo!  Inc.  Key  Executives 


Name 

Title 

Timothy  Koogle 

President  & CEO 

Jerry  Yang 

Chief  Yahoo 

David  Filo 

Chief  Yahoo 

Jeff  Mallett 

Senior  VP  Business  Operations 

Gary  Valenzuela 

Senior  VP  Finance  & 
Administration,  CFO 

Farzad  Nazem 

Senior  VP  Product  Development 
& Site  Operations 

Company  Strategy 

Yahoo!  believes  that  the  Web  represents  a 
new  means  for  advertisers  to  reach 
consumers. 

The  company’s  objective  is  to  capitalize  on  this 
opportunity  by  providing  the  most  popular 
and  widely  used  guide  to  information  on  the 
Internet  and  to  leverage  the  company’s  brand 
position  in  the  development  of  a set  of 
branded  media  properties  that  will  be 
attractive  to  users  on  a global  scale. 

Yahool’s  growth  strategies  to  achieve  these 
objectives  include: 

• Enhancing  and  extending  the  Yahoo!  main 
site 

• Aggressively  extending  company  brand- 
name  recognition 

• Pursuing  global  opportunities 

• Establishing  branded  properties  in  targeted 
markets 

• Establishing  and  extending  strategic 
alliance 

• Developing  global  advertising  sales  channels 


Financials 

Yahoo!  commenced  business  operations  in 
March  1995.  The  company  generated  revenue 
of  approximately  $1.4  million  during  its  first 
year  of  operation  (March  1995  through 
December  1995). 

• Yahoo!  had  no  revenue  from  its  inception 
through  June  30,  1995.  The  quarter  ended 
December  31,  1995  was  the  first  full  quarter 
in  which  Yahoo!  made  its  Web  pages  broadly 
available  to  advertisers. 

• Yahoo!  generated  a net  loss  of 
approximately  $630,000  during  its  first  nine 
months  of  operation. 

Interim  Results 

Revenue  for  the  six  months  ending  June  30, 
1996,  was  approximately  $5  million  and  net 
losses  were  $1.3  million  ($0.06  per  share). 

Revenue  for  the  second  quarter  ending  June 
30,  1996  was  $3.3  million,  and  the  company’s 
net  loss  was  $1.4  million  ($0.05  per  share). 

Employees 

As  of  March  31,  1996,  Yahoo!  had  49 
employees. 

The  company  currently  has  91  employees, 
segmented  as  follows: 


“Surfers” 35 

Sales  and  marketing 40 

Research  and  development 20 

Administration  and  finance 6 


101 

Key  Products  and  Media  Properties 

One  of  the  company’s  principal  strategies  is  to 
extend  and  enhance  the  Yahoo!  main  site,  and 
develop  a family  of  media  properties  that 
extend  the  Yahoo!  brand  into  vertical 
markets,  such  as  those  based  on  subject 
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matter,  demographic,  and  geographic 
interests. 

• Yahoo!  provides  an  on-line  guide  to  navigate 
the  Web. 

• Yahoo!  includes  a hierarchical,  subject- 
based  directory  of  Web  sites,  which  enables 
Web  users  to  locate  and  access  desired 
information  and  services  through  hypertext 
links  included  in  the  directory. 

• Web  sites  are  further  organized  under  major 
headings  within  approximately  16,000 
hierarchical  subcategories. 

• Users  can  browse  the  directory  listings  by 
subject  matter  through  a keyword  search 
request  that  scans  the  contents  of  the  entire 
directory. 

• Yahoo  provides  reference  content  from 
providers,  including  real-time  news,  stock 
quotes,  sports  scores,  and  weather 
information. 

My  Yahoo!  is  a free,  server-based  personalized 
Web  site  that  narrowcasts  to  each  user, 
delivei’ing  the  information  that  user  wants, 
including  favorite  Web  sites,  news  and 
content  Web  sites,  and  personal-interest 
news. 

Jointly  developed  by  Yahoo!  and  SOFTBANK 
Corp.,  Yahoo!  Japan  is  an  on-line  guide 
designed  solely  for  Japanese  users  that 
localizes  language  and  content  for  an 
international  audience. 


Yahoo!  also  recently  introduced  Yahoo!  San 
Francisco  Bay  Area,  the  first  in  a series  of 
local  versions  of  Yahoo!,  this  local  Web  guide 
provides  a combination  of  local  Web  content, 
news  and  entertainment  programming  from 
leading  local  media,  and  free  communications 


services,  such  as  bulletin  boards,  classifieds, 
yellow  pages,  white  pages,  and  interactive 
maps. 

Yahooligans!  is  a searchable,  browsable  index 
of  the  Internet  designed  for  Web  surfers  ages 
8 to  14.  The  sites  listed  on  Yahooligans!  have 
been  selected  by  professional  educators  as 
appropriate  for  children. 

Subject-based  Areas 

Yahoo!  has  identified  opportunities  to  develop 
additional  Internet  navigational  guides  and 
services  that  are  focused  by  subject  area. 

An  example  of  these  subject-based  guides  is 
Yaboo!  Computing,  a Web  directory  focused  on 
computing  topics  developed  with  Ziff-Davis 
publishing. 

Print  and  Other  Off-line  Properties 

The  company  has  extended  the  Yahoo!  brand 
into  print  and  other  off-line  media  to  promote 
the  company’s  brand  and  create  greater 
demand  for  Yahoo!’s  on-line  properties. 

Yahoo!  has  an  agreement  with  Ziff-Davis  for 
the  publication  of  Yaboo!  Internet  Life,  a 
monthly  print  magazine  companion  to  the  on- 
line magazine. 

The  company  also  has  a multiple-book 
publishing  arrangement  with  IDG  Books 
Worldwide. 

Advertising  and  Sales 

Yahoo!  has  derived  substantially  all  of  its 
revenues  to  date  from  the  sale  of 
advertisements  on  Yahoo!. 

Advertising  Sales  Channels 

Yahoo!  has  relied  primarily  on  Interactive 
Marketing,  Inc.,  which  specializes  in  the 
consumer  goods  and  services  industries,  for 
the  sale  of  advertising  on  Yahoo!.  The 
company’s  internal  advertising 
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representatives  manage  Yahoo!’s  agency 
efforts  and  provide  support  with  respect  to 
strategic  accounts  and  advertising  agencies. 

Advertising  Pricing 

Advertising  on  Yahoo!  consists  primarily  of 
banner  advertisements  that  appear  on  the  top 
of  directory  pages  within  the  Yahoo!  main 
site. 

The  company’s  contracts  with  advertisers 
typically  guarantee  a minimum  number  of 
“impressions,”  or  times  that  an  advertisement 
appears  in  page  views  downloaded  by  users  of 
Yahoo!. 

Yahool’s  standard  rate  for  banner 
advertisements  is  $0.02  to  $0.05  per 
impression.  Context-based  keyword 
advertisements  range  from  $0.03  to  $0.06  per 
impression. 

In  addition  to  banner  advertising,  Yahoo! 
offers  positions  on  the  top  of  Yahoo!,  which 
are  typically  used  in  connection  with 
promotions  and  special  events. 

Clients 

A sample  of  companies  that  have  purchased 
advertising  on  Yahoo!  includes  Adobe 
Systems,  American  Express,  Colgate- 
Palmolive,  IBM,  Lotus  Development,  MCI, 
Mici'osoft,  Netscape,  Samsung,  Saturn,  and 
Sprint. 

Alliances 

In  order  to  serve  users  more  effectively  and  to 
extend  the  Yahoo!  brand  to  new  media 
properties,  the  company  has  entered  into 
strategic  relationships  with  business  partners 
who  offer  content,  technology,  and 
distribution  capabilities. 


Content  and  Commerce  Alliances 

Yahoo!  has  entered  into  strategic  alliances 
with  selected  content  pi'oviders  that  permit 
the  company  to  bring  targeted  media  products 
to  market  more  quickly  while  avoiding  the 
cost  of  producing  original  editorial  content. 

• Yahoo!  has  a previously  mentioned 
agreement  with  Ziff-Davis  publishing  for  the 
publication  of  Yahoo!  Internet  Life.  Under 
the  agreement,  Yahoo!  provides  promotional 
activities  on  the  Yahoo!  Web  site  for 
subscription  sales  of  the  magazine,  in 
exchange  for  payments  based  on  the  number 
of  subscriptions  sold  as  a result  of  the 
company’s  efforts.  Additionally,  Yahoo!  and 
Ziff-Davis  announced  a European  joint 
venture  in  May  1996  to  offer  customized 
versions  of  Yahoo!’s  Internet  guide  in  the 
U.K.,  Germany,  and  France. 

• Yahoo!  and  Granite  Broadcasting  Corp.  have 
an  agreement  to  integrate  Web  sites  and 
information  into  Granite  newscasts  and  its 
station  Web  sites.  Yahoo!  will  also  feature 
local  news  feeds  from  the  Granite  stations. 

• Yahoo!  and  Interpix  Software  Corp.  have  a 
partnership  that  allows  Yahoo!  to  provide 
Interpix’s  “Image  Surfer”  software  with  its 
Internet  guide. 

Technology  Alliance 

In  connection  with  the  company’s  license  of 
the  Open  Text  Web-wide  search  engine, 

Yahoo!  has  established  a relationship  wdth 
Open  Text  to  jointly  develop  and  improve 
Web-wide  search  engine  capabilities  for 
Yahoo!. 

Distribution  Alliances 

In  order  to  broaden  Yahoo!’s  user  base,  Yahoo! 
has  established  cross-promotional 
relationships  with  commercial  on-line 
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services,  Internet  access  providers,  and 
operators  of  leading  Web  sites. 

• Yahoo!  has  relationships  with  America 
Online’s  Global  Network  Navigator  (GNN) 
and  The  Microsoft  Network,  under  which 
the  company  has  licensed  Yahoo!  for  use 
with  each  company’s  service. 

• Yahoo!  has  relationships  with 
CompuServe/Spry  and  Pacific  Bell  under 
which  these  providers  feature  Yahoo!  as  a 
navigational  tool  and  engage  in  promotional 
activities. 

• Yahoo!  has  an  agreement  with  Intuit  to 
include  links  to  Yahoo!’s  financial  listings  on 
an  exclusive  basis  in  the  Quicken  Financial 
Network. 

• Yahoo!  also  has  an  agreement  with 
Netscape  under  which  Yahoo!  is  designated 
as  one  of  the  five  “Premier  Providers”  of 
search  and  navigation  services  accessible  on 
the  Netscape  “Net  Search”  site. 

Competition 

Yahoo!  competes  with  other  providers  of 
navigational  tools  and  services,  including 
directory  and  Web  site  review  services  and 
search  engine  services. 

Competitors  include:  Amei'ica  Online’s 
WebCrawler,  Digital  Equipment  Corporation’s 
Alta  Vista,  Excite,  Inktomi,  Infoseek,  Lycos, 
MCI/Newcorp,  and  Open  Text. 

In  addition,  Yahoo!  competes  with  metasearch 
services,  such  as  C 1 Net’s  search.com  service, 
that  allow  a user  to  search  the  databases  of 
several  directories  and  catalogs 
simultaneously. 


INPUT  Assessment 

Yahoo!’s  strength’s  include: 

• Strong  brand  recognition 

• The  company’s  early  expansion  into  local 
and  international  markets  and  subject- 
based  markets 

• An  installed  base  of  users  gained  in  the 
company’s  early  association  with  Netscape 

• A position  on  the  Netscape  “Net  Search”  site 

• An  exclusive  position  on  Microsoft’s  Internet 
Explorer 

• A range  of  content  alliances 

Future  challenges  include: 

• Continuing  international  and  regional 
development 

• Promoting  company  services  and  brand 
name 

• Competition  for  advertisers  from  numerous 
competitors 

• Attaining  profitability 
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ZERO-ONE  SYSTEMS,  INC. 

3990  Freedom  Circle 
Santa  Clara,  CA  95054 
(408)  988-3030 


Frank  S.  Greene,  Jr. 

President  and  Chairman 
Private  Corporation 
Total  Employees:  85 
Total  Revenue,  Fiscal  Year  End 
12/31/85:  $9,000,000 


THE  COMPANY 

• ZeroOne  Systems,  Inc.,  formerly  Technology  Development  of  California,  was 
founded  in  1971  to  provide  professional  services  in  computer  systems  and 
technology  to  government  and  industry.  Currently,  its  business  consists 
entirely  of  professional  services  and  hardware  sales  related  to  super- 
computers. 

• The  company  consists  of  a single  division  in  Santa  Clara  (CA),  which  is 
devoted  to  the  business  of  supercomputers. 

• Since  May  1985,  when  the  company  changed  its  name,  ZeroOne  has  altered  its 
organization  as  follows: 

The  company  closed  its  Energy  division,  which  provided  professional 
services  to  energy  producers  and  researchers. 

The  company  spun  off  its  Automated  Test  and  Measurement  Systems 
division,  which  has  retained  the  name  Technology  Development  and 
became  a public  company. 

• ZeroOne  currently  has  approximately  85  employees,  but  notes  that  this 
changes  with  every  new  contract  and  business  development.  Employees  are 
divided  among  projects  and  sectors  of  the  company  as  follows: 


Managing  the  NASA/Ames  center  30 

Managing  the  John  von  Neumann  center  18 

Research  and  development  10 

Marketing  5 

Financial  and  administrative  15 

Consulting  _7 

85 


ZeroOne  expects  that  the  number  of  employees  at  the  John  von 
Neumann  center  will  reach  30  by  June  1986. 
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ZeroOne  has  no  direct  competitors.  Grumann,  Boeing  Computer  Services,  and 
System  Development  Corporation  (a  subsidiary  of  Burroughs)  provide  super- 
computer services,  but  only  as  parts  of  large  package  contracts  involving 
goods  and  services  that  require  supercomputer  capacity  to  function. 


KEY  PRODUCTS  AND  SERVICES 


• Virtually  all  of  ZeroOne's  1985  revenue  was  derived  from  professional 
services,  including  two  facilities  management  contracts  and  a small  amount  of 
consulting.  A recently  introduced  VAR  hardware  product  contributed 
minimally  to  1985  revenue. 

• The  majority  of  ZeroOne's  1985  professional  services  revenue  was  derived 
from  a contract  with  NASA/Ames  Research  Center  to  manage  its  super- 
computer facility.  Other  sources  of  revenue  Include  a facilities  management 
contract  with  the  Consortium  for  Scientific  Computing  and  consulting 
services. 


In  1981  ZeroOne  entered  into  a contract  with  NASA/ Ames  Research 
Center  to  plan,  build,  operate,  manage,  and  maintain  a supercomputing 
facility  based  on  a Cray  IS.  The  contract  was  renewed  in  November 
1985  and  is  valued  at  $43  million  over  five  years.  Under  the  terms  of 
the  contract,  ZeroOne  provides  total  system  capability  to  Ames 
Research  Center,  including  supercomputers  and  associated  equipment, 
operational  support,  and  systems  engineering. 

In  March  1985,  the  company  was  selected  by  the  Consortium  for 
Scientific  Computing  (CSC)  to  plan,  build,  operate,  and  maintain  the 
new  John  von  Neumann  computing  center  in  Princeton  (NJ). 

The  state  of  Alabama's  Supercomputer  Network  Authority  has  hired 
ZeroOne  as  a consultant  and  researcher,  but  pure  consulting  constitutes 
a very  small  percentage  of  ZeroOne's  total  business. 

• Introduced  In  September  1985,  the  Enhanced  Convex  C-l  is  ZeroOne's  first 
package  offering  of  any  kind.  This  VAR  package  consists  of  a Convex  C-l 
computer  combined  with  a UNIX  operating  system  and  C and  FORTRAN 
language  compilers.  The  Enhanced  Convex  C-l  is  compatible  with  larger  Cray 
machines  and  is  billed  as  an  "entry-level"  to  supercomputing. 

INDUSTRY  MARKETS 

• ZeroOne  clients  are  characterized  by  requirements  for  very  fast,  very  large 
capacity  computing.  To  date,  this  has  included  government  and  large,  well- 
funded  research  organizations.  ZeroOne  expects  oil  companies  and  auto- 
mobile manufacturers  to  be  among  its  future  clients. 
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COMPUTER  HARDWARE 

• ZeroOne  has  the  following  computers  installed  at  its  headquarters: 

Convex  C-l  with  high-speed  IBIS  Disk  and  HYPERchannel. 

DEC  VAX- 1 1/750. 

• ZeroOne  owns  and  operates  a Cray  X-MP/48  for  NAS  A/ Ames  Research  Center 
in  Mountain  View  (CA). 
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